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Corporation is a broadly-based publishing company. Its operations include: 
The Torstar + Daily oe Group, including The Toronto Star, Canada's largest daily newspaper, The Hamilton 
Spectator and The Kitchener-Waterloo Record; Metroland Printing, Publishing & Distributing, publishers of 59 
community newspapers and distributors of advertising materials; Harlequin Enterprises, the world’s largest publisher 
of series romance fiction; the Children’s Supplementary Educational Publishing Division which publishes and 
produces educational products for teachers, parents and children under the Frank Schaffer, Tom Snyder Productions, 
Delta Education, and Learning Adventures names: The Interactive Media Division, which includes Torstar’s 
approximately 20 websites, Toronto Star Television and a portfolio of internet-related investments; and approximately 
a ae % interest in IT! Education, Canada’s leading postgraduate information technology education institution. 
yrstar’s news releases are available on the internet at www.torstar.com/corporate 
or further information, contact R. J. Steacy, Vice-President of Finance, Torstar Corporation (416) 869-4031 
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FINANCIAL HIGHLIGHTS ne ee 
Operating Results (rousands of collars) 1999 1998 
Operating revenue $1,508,812 $1,333,759 
Operating profit 205,594 189,697 
Operating cash flow 171,683 161,008 
Income from continuing operations 90,267 O3;for 


Operating Results 
Operating profit — per cent of revenue 13.6% 14.2% 
Operating cash flow — per cent of average shareholders’ equity 25.8% 22.0% 


Per A and B shares 


Income from continuing operations : $1.21 $1.23 
Operating cash flow 2.30 22 
Dividends 0.58 0.565 
Price range high/low 18.65/13.85 27.05/14.00 


Financial Position 


Long-term debt $649,712 $355,829 
Shareholders’ equity 684,188 647,055 
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TO OUR SHAREHOLDERS 


was a year of consolidation and transitions. We brought four new 

broadsheet papers into the fold; we began the installation of new 

colour capacity for The Toronto Star presses; and we more than 

held our own in the newspaper war in Toronto. Importantly, we 
made significant progress in launching our Internet strategy, including joining 
forces with the Globe and Mail on a career site (Workopolis); signing a deal 
with Classified Ventures in the U.S. for the technology for a national auction 
site: and becoming part of the largest women's portal in the U.S. 
(Women.com) with eHarlequin.com. The stage is set to transform this 
Company and capitalize on our strengths in the new electronic marketplace. 

We continued to grow. Cash flow per share grew from $2.12 to $2.30, an 

8% increase. Prior to goodwill amortization, which increased with the 
purchase of the new papers, our earnings per share were up 4% at $1.44 
versus $1.38 in 1999. 


STRATEGY 
| Transform the Company utilizing our core competencies on the 
Internet. 


(1) NEWSPAPERS 

What a difference a year makes. People used to talk about the threat of the 
internet to the long term viability of newspapers. Today, most recognize that 
our web sites are excellent complements to our print products and the 
promotional power of our papers to give us a significant advantage in 
the e-marketplace. 

Our strategy is to use the promotional power of our five broadsheet 
papers and 59 weekly papers, and Toronto Star television to build the leading 
information regional portal and e-commerce presence in the southern Ontario 
market. 

We led the industry in our launch of toronto.com and Toronto Star Online, 
and we plan to continue breaking more ground. These two sites receive over 
16 million page views per month in the Toronto market and are continuing to 
grow. The site is now continuously updated throughout the day so that we are 
back in the business of “breaking news". In southern Ontario, we are the most 
oopular news and information portal. 

Qur deal with the Globe and Mail on careers (Workopolis) has given us 
the leading career Web Site in the country — by a significant margin. There 
are more than 170,000 résumes on the site, which averages more than 16 
million page views per month on 15,000 job postings. In April, we will 
launch our auction site with what we consider to be the best technology that 
exists. Our auction site will give our customers in southern Ontario, and 
retailers across the country, an opportunity to participate in e-commerce 
without the cost of building and promoting their own web sites. It will allow 
retail advertisers (and individuals) to sell merchandise both by way of auction 
and fixed price over the Internet. We have also launched homebuyers.com, a 
90% owned joint venture with the New Home Buyers Network Inc. This is an 
online version of the real estate segment of classified advertising. Throughout 
the year, we will be announcing plans for additional web-based revenues. 
Likely candidates are in the vacation, automobile and real estate sectors. 


(ii) BOOK PUBLISHING 
The Internet has proven it is an excellent medium to sell books. 
eHarlequin.com was announced in June of 1999 and launched on Valentine's 


Day (2000). Teaming with Women.com, the leading Internet portal for women 
in North America, the site intends to become the largest, most predominant 
romance destination on the World Wide Web. The site includes online story 
sessions, discussion forums, interactive material and, importantly, online 
book sales. With the potential for e-commerce and advertising revenues on 
the site, we hope to be close to breakeven in 2001. 

As a publisher, we have a very different business model than Amazon. 
We can advertise to our customers through our books and ship directly to our 
customers, as we do through our book clubs, and we retain the publishing 
profit. The Internet will open a whole new market for us in North America. 
Remember, Harlequin sells more books outside North America than inside, 
so that plans are underway to establish foreign language sites shortly. 


(iil) CSEP 

The CSEP Division is active on the World Wide Web as well. All the sites 
are being redesigned and upgraded to enhance the content, improve the 
customer interface and strengthen the e-commerce transaction process. CSEP 
is also developing a site (iTeach) aimed at simplifying many of the challenges 
faced by teachers as they prepare for class on a daily basis. Tom Snyder 
Productions has developed its first Web-cast animation product for Internet 
broadcast and has adapted existing product for the Internet. 


The Web has given our Company new opportunities for growth in what 
were considered mature industries. 


ll Generate growth by improving the margins and productivity of 
the core business and by creating a portfolio of new product 
opportunities. 


(i) NEWSPAPERS 

The newspaper division's cash flow rose to $149 million from $122 
million in 1998 as a result of excellent growth from Metroland and the 
addition of four broadsheet papers. The increase was somewhat offset by a 
decline in Toronto Star profits as a result of defending ourselves from the 
launch of the National Post. 

All things considered, The Star had an excellent year. With the launch of a 
new broadsheet paper into the market, and the strong promotional effort from 
the Globe in defense, The Star was still able to increase its circulation. Linage 
in the market was soft in the first ten months of the year due in large part to 
the financial difficulties experienced by Eaton's, Livent and Adventure 
Electronics. Nevertheless, we finished the year with two months of solid 
growth year-over-year. Colour capacity was increased from 28 to 36 pages 
in the summer and in the fourth quarter, colour linage grew by 36%. The 
increase from 36 to 48 pages will take place early in 2000. 

We were delighted to welcome The Hamilton Spectator, The Kitchener- 
Waterloo Record, The Guelph Mercury and The Cambridge Reporter into our 
fold in 1999. Good progress was made in capturing the advantage of our 
strength in southern Ontario — 1.8 million readers Monday to Friday and 2.3 
million readers on Saturday. A separate team is selling national advertising 
for the marketplace that accounts for 21% of Canada's population and 25% 
of its income. The Sunday Star is being delivered to The Kitchener-Waterloo 
Record's subscribers. A decision has been made to move the printing of The 
Kitchener-Waterloo Record to The Toronto Star press facility. 


Metroland had another excellent year. Profits grew 12% to $49.3 
million in 1999. This is the fourth consecutive year of growth over 10%. 
John Baxter has been the CEO of Metroland since Torstar bought Inland 
Publishing in 1981. John retires this September. We want to say thank you 
to John for a wonderful performance. 

The best way to create shareholder value is through successful internal 
growth. The newspaper division has made excellent progress on this front. 
Sing Tao has improved profitability, eye magazine is now profitable, and 
our Real Estate News joint venture has turned around. The launch of 
Toronto Star television has been a real success, celebrating its second 
anniversary in October 1999, and TSTV saw revenues increase 80% and it 
turned profitable during the year. 


(ii) BOOK PUBLISHING 

We had a set back this year in Japan, which broke a string of seven 
consecutive years of profit growth. We believe it was a one-time hit where 
we failed to sell extra books put on the market for a 25th anniversary 
promotion. 

We still generated a cash flow of $97 million — which is virtually all free 
cash flow. This compares to $101 million in 1998. Both our retail series 
business and MIRA, our “bestseller” line in North America were strong. 
We placed eight books on the New York Times bestseller list. 

New product development spending continues to be a cornerstone for 
Harlequin's future growth platform. We spent over $11 million on the 
development of a newsletter business and testing crafts. Crafts are a $10 
billion market in the U.S. and our initial test results are very encouraging. 

To strengthen the core business, new products, such as Regency 
Romances, Medical Romances and Paranormal Romances, will be 
introduced to fill out the product line. MIRA will be launching a hardcover 
program, a prerequisite for attracting top authors. 

Harlequin continues to develop its interest in China. We are breaking 
new ground here. Geographical expansion also includes introducing MIRA 
product in the U.K. and Japan, and a comic format romance product, 
originally developed in Japan, is being researched for applicability in North 
America and major European markets. 


(ili) CSEP 

Revenue growth was strong in 1999, up 14% over the previous year. 
Profits did not keep pace as substantial investments were made across the 
groups in product development and marketing. Both Tom Snyder and Delta 
Education had strong performances, but Frank Schaffer had a difficult year, 
given increased competition in its various markets. Our book club invested 
heavily in growth, driving revenue up 47%; profits should follow this year 
and beyond. 

Curiosity Kits is a new addition to the CSEP division in 2000. An award 
winning creator of hands-on craft activity kits, the company anticipates 
higher revenues and profits from its traditional markets in 2000. 

In addition, Curiosity Kits will play an important product development role 
in the CSEP direct-to-home and Harlequin direct marketing businesses. 


| would like to take this opportunity to thank the staff in each of our : vo 
companies because of their dedication and creativity the company is well ba we ie Mery 


positioned for the future. 


David Galloway, President & Chief Executive Officer John R. Evans Chairman 


© {ter the first full year 
Hof an intense war 
ae kee among Toronto's four 
a major newspapers, The Toronto 
y Star was extremely successful in 
maintaining its dominant position. 
The newspaper war was fought on all 
fronts - editorial, advertising, circulation, 
distribution and promotion - but at year's end The Star was still the 
recognized leader, by far, in the hotly-contested Greater Toronto Area. 
in the circulation war, the market was full of free papers and huge 
sunts offered. The Star not only maintained its Monday-to-Friday 
ver the previous year, it exceeded them. Weekday circulation 


AO 


039 for 1999. Likewise, Sunday circulation was above 
98 levels, with average sales of 483,698, or 15,198 ahead of 1998. 
‘hile Saturday numbers were down less than one per cent, the 
ulation target of 700,000 sales on Saturday was actually 
hieved to end up at 701,266. Overall, The Star's seven-day 
jas at 100.3 per cent over 1998, a gratifying number given 
tensity of the newspaper war. Weekly NADbank readership levels, 
the number of people who read The Star, showed that 
sompetition, readership had dropped only slightly. 
5 sti preferred newspaper, read by more people than 
The Globe and Post combined. 
Leading the circulation sales battle was The Star's circulation 
lepariment, which, among other initiatives, introduced new home 
er jrams and incentives, Secured an exclusive deal to offer 
wilh Star subscriptions, replaced scores of vending boxes 
gned agreements with two universities to provide The Star on 


which measure 


ivertising sales started off slowly in 1999 but, with a surge in the 
s exceeded expectations for the year. Many new and 
itive advertising programs were introduced during the year, 

g a redesigned Classified section, new special sections and 
magazines, and new advertising positions in the paper, resulting in 
revenue and linage gains in almost all advertising categories. All this 
took place arnidst a major relocation of the advertising and pre-press 
departments from the third and fifth floors at Yonge St. to spacious new 
quarters on the fourth floor of the building. The Star’s sales staff was 
honoured as the ideal newspaper sales force by national agency media 
planners and buyers in the MCG Media Sales Meter Report. 

The Star increased its marketing and promotional efforts during the 
year to reinforce the theme of its dominance in the marketplace and 
preference among readers and advertisers alike. A marketing campaign 
begun the previous fall - "It's Where You Live" - was awarded a 


THE TORSTAR DAILY NEWSPAPER GROUP 


John A. Honderich, President Torstar Media Group & Publisher The Toronto Star 


first-place prize in the summer by the Newspaper Association of 
America, with a second award from the group going to a new marketers’ 
handbook - The Giant Book - developed by The Star. Star circulation 
promotions were also honoured in 1999 with a number of awards from 
the Canadian Circulation Managers Association. The Star's in-paper 
promotions and contests were also redesigned during the year to 
appear under a single, consistent template that reinforces The Star's 
brand name to readers. 

In March, a $345-million deal was completed by Torstar for the 
purchase of four southern Ontario dailies - The Hamilton Spectator, 
The Record, The Cambridge Reporter and Guelph Mercury - which 
were brought together with The Toronto Star to form the new Torstar 
Daily Newspaper Group. Star publisher John Honderich was named 
president of the new group of dailies. Several Toronto Star 
departments, including advertising, human resources and corporate 
systems, were reorganized to provide services and support to the 
group, and the Torstar News Service was established for the exchange 
of editorial content between the papers. A major marketing trade 
campaign called Bigfoot was also launched to promote the five TDNG 
newspapers as one giant advertising market with the most 
comprehensive editorial package in southern Ontario and the largest 
readership - 1.8 million copies a day - in Canada's most populous 
and prosperous region. 

A major investment by The Star to expand the colour capacity of its 
presses at the Vaughan Press Centre began to pay dividends in 1999. 
The first phase of the $55-million project, which requires the 
installation of new colour units on the presses, was completed in 
August, adding more colour than ever to Star pages. This was an 
immediate hit with readers and advertisers. When the colour expansion 
project is completed in the spring of 2000, The Star will have almost 
doubled its colour capacity and will offer more colour photos, graphics 
and ads than any major newspaper in Canada. In the mailing room, the 
year started off with the purchase and delivery of six new bundle 
strappers as part of an ongoing replacement program of current 
machinery. 2000 will see the completion of this project. The movement 
of the total market coverage product — Extra! — in July from Sunday 
distribution to Friday saw the mailing room change not only its 
production schedule but also the major realignment of insert receiving 
times. This provided Star advertisers with greater flexibility in getting 
their flyers to the plant. Nightshift managers and unionized staff in the 
mailing room were also involved in an innovative training course 
designed to build teamwork. 

It was another year of change and accomplishment in The Star's 
editorial department. The paper was awarded two National Newspaper 
Awards for series on junior hockey and corruption in the Toronto taxi 
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industry. The Star has won more of the prestigious NNAs than any 
newspaper in Canada. In April, The Star won the prestigious Michener 
Award for best public service journalism in 1998 for three series of 
stories on health care in Ontario. The stories were cited by Michener 
Award judges as powerful works of journalism that spurred real public 
policy change. It was the seventh year in a row The Star had been 
named a finalist in the competition and the third time it had won. 
Martin Regg Cohn, The Star's Middle East correspondent, was 
honoured by Amnesty International with its Canadian media award for 
newspaper coverage of human rights issues in English. Cohn won for 
a 1998 story on slavery in Sudan that described a missionary buying 
the freedom of 235 slaves from a slave dealer. It was the third time in 
four years the award had gone to a Star foreign correspondent. The 
paper also picked up eight awards of excellence in February from the 
International Society for Newspaper Design. More honours came in 
September when several Star special sections were awarded top 
honours in the 1999 special sections awards competition in Chicago, 
sponsored by Inland Press and the Newspaper Special Sections 
Network. The Saturday Star was revamped and redesigned during the 
year to coincide with the new colour capabilities, as was The Sunday 
Star, with a new look and the introduction of new sections. The Star 
continued to set the editorial agenda in Toronto with its investigative 
pieces and in February introduced a groundbreaking series - Beyond 
2000 - that provided readers with a fascinating year-long exploration of 
Toronto's ethnic and cultural diversity. In September, The Star joined 
with the other newspapers in the Torstar Daily Newspaper Group to 
produce their first special section taking an in-depth look at water — the 
next global crisis. ("The wars of the next century will be about water," 
warns the chair of the World Commission on Water in one story.) 
The management team in The Star's newsroom was restructured during 
ihe year with the naming of several new department heads; new writers, 
photographers and editors were hired to bolster the news team; and a 
new focus was placed on coverage in the 905 area-code districts 
surrounding Toronto. The journalism world was saddened in October 
by the death of legendary Star editor Ray Timson, one of the most 
influential writers and editors of his time. In December, The Star signed 
a multi-million-dollar deal for three new state-of-the-art computer 
systems that will integrate the paper's editorial, advertising and 
pre-press systems into one cohesive operating platform. The systems 
will be introduced in phases through to the middle of 2004. A new 
digital archive was also purchased during the year that can hold some 
100,000 digital images in its memory, as well as a new photo 
assignment system and text storage and retrieval systems. 

In October, Torstar and The Star announced a partnership with 
traditional rival the Globe and Mail to join forces on the Internet with a 


new website for online recruiting and job searching. The site, renamed 
workopolis.com early in the new year, offers job seekers access to 
thousands of job listings and offers recruiters access to tens of 
thousands of qualified candidates. Both can use sophisticated tools to 
help manage their searches as well as review articles, tips and other 
useful resources from career planning experts. 

A major focus at The Star, and indeed around the world, in 1999 
was the effort to prepare computer systems for the year 2000. A team of 
experts began working on the project at The Star in 1997 and over the 
next three years conducted an extensive inventory and testing of all 
systems at the newspaper and its affiliates to bring them into Y2K 
compliance. Three crucial integration tests were conducted in 1999 in 
which test editions of the paper were published with all systems rolled 
forward to 2000 dates; all three were successfully completed. The 
transition to the year 2000 was problem-free at The Star thanks to the 
three years of hard work that went into the Y2K project by a dedicated 
team of professionals. 

Staff training played a big role at The Star in 1999. In the spring, 
employees from the ten circulation zones attended two-day seminars 
focussing on changes in the newspaper industry and developing new 
skills. An RSI (repetitive strain injury) prevention program was run 
for all staff during 1999 in The Star's ongoing effort to reduce this 
Serious problem. Two in-house physiotherapy clinics were also 
opened in the summer at Yonge St. and the Vaughan Press Centre to 
assist employees with RSI problems and a variety of other physical 
ailments. In December, the entire management team at The Star 
prepared for intensive day-and-a-half workshops designed to assist 
them to become more effective communicators with each other and 
their staff. 

In the community, The Star was as active as ever. In March, 
$2.5 million was donated to the Toronto Reference Library for 
renovation and expansion of its newspaper reading room and new 
computer workstations. The Star is also providing 20-year 
subscriptions to the paper to all 98 branches of the Toronto Public Library 
system, a paid subscription to an electronic news service and special 
advertising to help promote library programs. The newspaper room in the 
main reference library will carry the name The Toronto Star Newspaper 
Centre. In June, The Star launched the inaugural Toronto Star Amateur 
golf tournament, the first competition of its kind, to determine the best 
male amateur golfer in the Greater Toronto Area. One-hundred-and-twenty 
of the best golfers in the province played in the four-day tournament at 
two Toronto golf courses to find the new champion. The tournament will 
be expanded in 2000 to include championships for both female and 
junior golfers. The Toronto Star Amateur promises to become one of the 
premiere golf tournaments in Canada. 


The Star's annual charitable funds, The Toronto Star Santa Claus 
Fund and The Toronto Star Fresh Air Fund, once again enjoyed great 
success thanks to the generosity of Star readers. The two funds, begun 
in the early 1900s by former publisher Joseph Atkinson, solicit funds 
to provide needy children with a gift at Christmas and a visit to a camp 
during the summer break. In 1999, the Fresh Air Fund was successful in 
reaching its objective of $450,000; the Santa Claus Fund also 
successfully reached its goal of $1 million. Every cent donated to The 
Star goes directly to the funds, with all administration costs assumed 
by the newspaper. 


THE HAMILTON SPECTATOR 

The Hamilton Spectator enjoyed a successful 1999 with record 
revenues and profitability, growing circulation and an expanded, 
improved editorial product. Early in the year, the new Torstar ownership 
reinforced the platform for sustainable growth that had been estab- 
lished in the previous two years. The return of Kirk LaPointe as 
Associate Publisher & Editor-in-Chief in March revitalized our 
newsroom as new talent was hired, new features were added and our 
local newshole was increased to take advantage of our strength in local 
reporting. These initiatives built on improvements in the newspaper 
from recent years to provide a strong newspaper, well positioned to 
take on the increased competition from the National Post and the high- 
er level of competitive activity of the Toronto newspapers. 

The market responded in 1999 through higher newspaper sales. Net 
paid circulation increased 1.0% to more than 110,000 per day. Home 
delivery of The Spectator was particularly strong. 

The combination of a stronger newspaper, a focused local ad sales 
Staff and a new association with the Toronto Star's sales force produced 
improved advertising sales for the year. The important ROP revenue 
category was up 5.7% over 1998. Revenues were also supported by 
Significantly higher flyer volumes compared to the previous year. 
Additionally, revenues from commercial printing were strong from a full 
year of printing Southam’s National Post. 


THE KITCHENER-WATERLOO REGORD 
The Record, of Kitchener-Waterloo, finished 1999 with its second 
consecutive year of circulation growth despite the spillover effect of the 
Toronto newspaper war and a flood of free Toronto newspapers coming 
into the market. Average daily net paid circulation was 69,877, about 

375 over last year. The forecast for 2000 is for continuing modest 
growth to 70,000 copies. 

Two special Saturday sections, Perspectives and Diversions, were 
launched as part of ongoing editorial improvements to bolster 
readership. Readership in 1999 remained stable, again in the face of 
increasingly intense competition. 


Advertising revenues for the year were at a record for the paper. 
Classified, national and inserts revenues all finished well ahead of the 
prior year. 

Key activities in the last quarter included a five-year labour 
agreement in the advertising and editorial departments, ensuring labour 
peace for an extended period as the paper prepares for a major 
relaunch in 2000. 

The groundwork was laid in the last quarter for the Record to be 
printed at Torstar’s Vaughan Press Centre this fall. Work also started on 
a major redesign of the paper, supported by improved content, a strong 
Sales push and marketing programs to leverage the benefits of 
increased colour and higher quality printing. 


Wirt (eee LR) a) Sy) ry) Si) 

During 1999, the Guelph Mercury continued to build on a strong 
core business growing revenue across all advertising categories. 
Market share was up two per cent over print competitors in Guelph. 
Moreover, the Mercury showed exceptional growth in its weekly 
supplemental products and also in the flyer business in 1999. 
Circulation grew for the second consecutive year. 

Earnings showed steady growth over 1998, the result of a strong 
revenue performance and lower newsprint prices. The Guelph Mercury 
continues to dominate the marketplace on the strength of its seven day 
publication, strong weekly supplements and dominant niche products 
in real estate and automotive categories. 


Toes GAMEBE RIDGE REPoRTER 

The Cambridge Reporter is the only daily newspaper devoted to 
covering the Cambridge area, one of Ontario's fastest growing and 
most competitive markets. 

Despite competition from other dailies and weeklies in the 
marketplace, after years of decline, circulation numbers steadily 
improved and by year's end were hovering around 7,000 per day. 

Forecasts for the year 2000 show this trend continuing. Overall 
advertising revenues remained flat in 1999, but third and fourth quarter 
results showed significant improvements, primarily due to the 
contribution of national advertising generated by The Star. Attention in 
2000 will be spent in attaining greater revenues locally. The addition of 
two local sales representatives and improved management is paving 
the way towards better results. 

Editorially the Reporter is committed to publishing the best 
newspaper possible and for this reason, under the direction of our new 
managing editor, a redesigned Cambridge Reporter is being launched 
in February to better reflect the needs of the community. It is our 
intention to bring this city something it deserves - a daily newspaper 
it can legitimately call its own. 


John Baxter, President 
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land also acquired the Canadian Statesman (free circulation of 
24),000 weekiy) and the Elmira Independent (weekly paid circulation of 


siarted four newspapers in the year, Bancroft This Weekend 
009), the Beach Mirror (circulation 23,000), the King 
e (circulation 7,900) and the Wasaga Beach 
vornection (circulation 8,000). We also added two more business 
ions, Kawartha Business Times and Toronto Business Times, to 
sting business publications. The total circulation of the seven 
ess publications totals 148,000. 
NEW IN gy: NES 
During 19 99 al aii O Our Major Newspapers established Internet websites. 
The websit a torial content and advertising — banner ads as well 
as aes Aa tising. During the second half of the year we began 
discussions with Torstar Electronic Media to combine Metroland’s 
classified advertising with other Torstar newspapers on the Internet. 
in the coming years, we will develop e-commerce Capabilities. These will 
include such items as advertising and flyer distribution orders, invoicing and 
payments, order status information and tear sheets for advertisements. 
Other e-commerce opportunities will follow as technology develops. 


METROLAND PRINTING PUBLISHING & DISTRIBUTING 


DISTRIBUTION 

Metroland’s flyer distribution volume grew by 8.7% in 1999 to more 
than 1.55 billion pieces compared to 1.43 billion pieces in 1998. The 
increased volume represents an additional 2.4 million flyers per week. 
Distribution volume increases in continuing markets accounted for 118 
million of the total 125 million piece improvement. The other 7 million 
pieces are accounted for by the acquisitions of the Eedy Group of 
newspapers and the Elmira Independent. 

Major food store, department store and national chain retailers 
continue to utilize pre-printed circulars as a cornerstone of their 
advertising efforts, contributing to much of Metroland’s distribution 
growth. In addition, the exit of the Transcontinental distribution 
operations from Metroland’s markets, late in 1999, had a positive impact 
on volumes. These increases were partially offset by the closings of some 
key advertisers, resulting in a reduction of more than 50 million pieces 
(Eatons, 24 million; Maxi & Co, 12 million; Pacific Linen, 4 million; and 
Loeb, 11 million). 

Metroland’s ability to target local neighbourhoods at the carrier route 
level will enable us to continue the growth in distribution volumes in 
2000. 


AWARDS 

Metroland continues to produce award-winning newspapers of the 
highest quality. During the 1990's Metroland garnered hundreds of awards 
from the Ontario Community Newspapers Association (OCNA), the 
Canadian Community Newspaper Association (CCNA) and the Suburban 
Newspapers of America (SNA). Last year alone, Metroland took 50 OCNA 
awards, 22 CCNA awards and 9 SNA awards. These awards recognized 
Metroland’s excellence in various disciplines including photography, 
layout, editorial, news, sports, community service, environment writing, 
columnist, reporter initiative, promotions, advertising and more. 


MARKET RESEARGH 

Metroland’s 1999 readership study was released early in the year. The 
study, based on more than 7,000 completed questionnaires across the 
Metroland market area, was used extensively to improve Metroland’s edi- 
torial package and to increase advertiser participation. The survey also 
provided a report card on the value and level of service provided to 
Metroland’s readers. Seventy-eightper cent of the 2.8 million adults who 
read a Metroland newspaper in the previous week claim their Metroland 
newspaper is the “best source of local information available to me”. 
Eighty-four per cent rated Metroland’s papers as good or excellent in 
“covering important news of the community”. And of those responding 
with a satisfaction rating on home delivery of the Metroland paper, 93 per 
cent claim satisfaction with the “promptness of delivery”, “91 per cent are 
Satisfied with the “placement of the paper when delivered”, and 95 per 
cent are satisfied with the “condition of the paper on arrival”. 


Fergus - Slora 


‘ss |e 
es. 
sei mic 91 ||| 


ae ‘ a 


Journal 


38102 Soot, oa i 
Se Nae ib aon 

Mires, Oosee. 

hares OAS Ga seeiihoe 


NCE " 
“UNgton ~ 


BRAMPTON 


GUARDIAN 


terres heey 22008 ecto seabed me et Scam vReom +See 


Row 
2 tecatleas 
a Bramptee 


‘301-BRL 


Bai wets 


= Wednesday, December 8, 1999 


nfederate 


$1.00 recta 57 


S17 4 op or . e 2s, 
. S UTC... fA go 5 J and all that jazz 


1-000-384-D1a6 


i s.nodsesiaa? ‘ , FA) 


i ie ane ae coer Gi NE tail he oe THE BARRIE 


o 


Pe: 


The Canadian Statesman 


® SINCE 1854 ® AMALGAMATED 1999 WITH CLARINGTON THIS WEEK ® 


‘Acaddy esq Bowmanville Eagles ne 


BO Se. 4 
- 


AURORA EDITION 


THE ERA*BANNER 


1 Taendap, Feb. |, 2000 TO PEACH UX (ron OD aa 


S1 INCLUDING GyT / 6 PAGES 


LoveaTion ONION 


sAsrceseesncoge | OMG HE BT 


nn. corn / ADVERTISING: 403-4400 / CLASS 


North York's Hometown Newspaper 


(1nd MEO BOUNRD CET OY Tal CSURARET OF NORA 


eaten cd 4 
ps TAIRVIEW MA x 02 
- BISTRO ON AVENUE 


Be) ceaivtacr tae iscalccaen 


re 
a 
9 


Delivered free to 60,000 area readers The Dison 
each week ance Times 


n 1999 Harlequin's 
earnings amounted to 
$90 million which 
represented a decline of 4% on 
@ 1998, the first fall for 7 years. The 

Y decline was in large part due to lower 
profits in Japan. Harlequin maintains its 


ncaa ‘ 


worldwide leadership in series romance 
oublishing with unit sales of 158 million books in 26 languages in 


aders enjoy a wide range of high quality romance fiction products 
that books published under the strong Harlequin brand deliver on 
it promise of pleasurable, relaxing escape. In addition to series 
mass market single title fiction, some of 
1ccolade of New York Times best seller status 


Maneaquin OUOUSNES 


| books are sold through the Retail, Direct and Internet 
¥ distribution in North America. Overseas, the Retail market is 
nary channel of distribution, with significant Direct operations in 
| Kingdom, France, Australia and Scandinavia. New product 
ment, product diversification, marketing innovation and 
aphic expansion continue to be fundamental to the Harlequin 


NORTH AMERICA 
in continues to dominate the romance fiction category with its 
‘jes (or 58 titles per month) published under the Harlequin 


ite imprints. 
and benefit. In addition, both imprints leverage the 
sir brand to create numerous single title and reissue 
iat are utilized in both retail and direct marketing channels as 
| aS Overseas. This year also marked the launch of a new romantic 
Jy Series, Harlequin Duets, with a unique 2-in-1 package as well as 
a 33% Increase in the number of titles in the successful Harlequin 


oC rinarnma an 
ouperomance ine. 


/) Series Nas a specific and unique positioning, offering a different 
t 


MIRA offers readers compelling mainstream fiction, publishing four 
times the number of new titles on a monthly basis since its launch in 
1994. The imprint has acquired and successfully built authors into 
national and international bestsellers. The Gold Eagle imprint presents a 
variety of action/adventure reads in over five different series, from gritty, 
action-packed adventures to post-apocalyptic tales. Worldwide Mystery 
Offers a selection of mystery titles, primarily paperback reprints of top 
mystery hardcover titles. Steeple Hill publishes a line of heartwarming 


Brian E. Hickey, Chairman & Chief Executive Officer, left; Stuart J. Campbell, President & Chief Operating Officer Harlequin 


HARLEQUIN ENTERPRISES 
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inspirational romances for the Christian market. 

1999 marked Harlequin’s 50th anniversary, an event that underpinned 
editorial initiatives and a comprehensive consumer communications 
campaign. In celebration of this occasion, each Harlequin series was 
featured throughout the year with a special editorial line-up and 
innovative packaging. The company also produced a postcard book in 
celebration of its 50th anniversary. A consumer print campaign in leading 
U.S. women’s magazines and consumer contests focused on the 
"Harlequin Makes Any Time Special" positioning of the brand. Over 750 
million media impressions were generated by a new public relations 
program, the Art of Romance, in which Harlequin toured a display of 
covers published through the decades across over 40 malls in North 
America. 

Silhouette series made a strong showing in 1999, with two titles by 
Nora Roberts, a Si/houette Special Edition and a Silhouette Intimate 
Moments, achieving New York Times bestseller list placement. 

A Silhouette Romance by Diana Palmer was also among the top 35 
bestselling titles listed by the New York Times. 

Harlequin has successfully penetrated the single title market, 
publishing romance and women’s fiction under the Harlequin, Silhouette 
and MIRA imprints. MIRA, Harlequin’s mainstream fiction program, 
publishes in a range of contemporary women’s fiction, from romance to 
psychological suspense to relationship novels by nationally bestselling 
authors such as Rosemary Rogers, Debbie Macomber, Diana Palmer, 
Taylor Smith, and Elaine Coffman. Within the Harlequin and Silhouette 
imprints, consumers are offered many opportunities to make incremental 
book purchases beyond series. From anthologies to single titles to limit- 
ed continuity series, all the non-series titles leverage Series SUCCeSSeS. 

Single title publishing contributed significantly to Harlequin’s 
performance in 1999. In addition to the strong performance were several 
notable achievements: 
 MIRAs first original single title, Promise, Texas by Debbie 

Macomber placed on the New York Times bestseller list for two 

consecutive weeks | 
e The publication of The Perfect Neighbor by Nora Roberts within the 

Silhouette Special Edition series marked the first time a series 

title has placed on the New York Times bestseller list, followed by 

her Silhouette Intimate Moments title in November 
e For the first time, Harlequin had 3 titles simultaneously on the 
New York Times bestseller list 


¢ A debut book by a new MIRA author, Nell Brien, placed on the Los 
Angeles Times list 
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e MIRA Exposé by Laura Van Wormer was the first book included 

in New York Times’ Notable Books of 1999 list 

Ffforts to broaden our reading audience continued with editorial 
programs such as the Love Inspired series of inspirational love stories 
and Spanish-language romance fiction. New book formats such as the 
gift-sized hardcover, Shirley, Goodness and Mercy by Debbie Macomber 
and an oversized paperback version of The Donovan Legacy by Nora 
Roberts also appealed to new readers. Harlequin also worked with 
dhaudio and Brilliance Audio to put Harlequin, Silhouette, MIRA and 
Gold Eagle books on audiobook format. 

Harlequin’s promotion of the Harlequin and Silhouette brands and 
MIRA authors is unparalleled. Harlequin’s annual Romance Report 
erated more than 300 million media impressions in 1999. Television 
adve ected markets, radio and print advertising, public 
relations campaigns, consumer contests and special in-store 

| aac resulted in millions of advertising impressions reaching 
hroughout the year. And, Harlequin’s web site, Romance.net 
tiracted more than 10 million page views and continued to build an 
line community of interest for women. . 
in North America Direct Marketing, unit sales declined marginally 

om 1998 levels. Direct Marketing earnings were short of 1998 levels 
due to lower membership levels resulting from response rate declines 
perienced in 1998. Response rate declines experienced in 1998 
abilized throughout 1999 and investment spending matched 1998 
s. Performance of new members entering the book clubs improved 
S years and helped offset lower response rates. 

Direct Marketing continued to invest in new businesses in 1999 with a 
view {0 leverage its marketing and fulfillment competencies. 1999 activity 

‘uded building circulation bases for eight non-fiction newsletters and a 
){ development for Creativity Kits, a new direct to home 
business aimed at the growing consumer crafts market. 

y Kits test results exceeded expectations and a full launch of this 
program is in place for 2000. Additionally, the Direct marketing group 
researched and developed a new continuity program, Quiet Moments, 
iargeted to provide at home spa kits for time pressured women. 

Harlequin editorial continues to support a tradition of excellence, 
efiectively selecting and building talent from within, as well as acquiring 
established top authors. This year, the groundbreaking appearance of 
series titles on the New York Times bestseller list validates not only our 
authors storytelling ability, but also the continued broad appeal of series 
romance. And MIRA’s success in taking an author onto the New York 
Times list for the first time, and reaching the Los Angeles Times 
bestseller list with a debut novel is a testament to Harlequin’s ability to 
Select and develop winning stories and to aggressively grow authors to 
significant levels. 


The consistent delivery of quality editorial product that meets both 
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reader taste and expectations year over year has established a strong level 
of brand equity within the imprints. Editors are responsible for meeting 
both quantity and quality requirements. They must ensure that each of the 
over 1,000 new titles that are acquired on a yearly basis are suitable for 
the line, if necessary, working with the author until requirements are met. 

The Harlequin and Silhouette imprints acquire and develop more 
first-time authors than most publishers (25-50 new authors each year), 
maintaining a strong, diverse author base that is able to respond to the 
changing needs of the marketplace. 


OVERSEAS 

Harlequin’s 1999 Overseas earnings were impacted by 
disappointing results from Japan and Germany. Growth was achieved in 
the United Kingdom, Scandinavia (where earnings grew by more than 
seventy percent), France, Spain and Holland. The problems in Japan were 
understood and addressed during 1999 and the situation has now 
stabilized; earnings in Japan can be expected to substantially improve in 
2000. 

The United Kingdom's adaptation of Harlequin’s “Makes any time 
special” campaign featuring the “Lady in the Bath” has now been adopted 
through much of Europe. It is anticipated that the consistent image now 
being presented, coupled with improved advertising standards and 
sharing of resources will, if experience in the United Kingdom is any 
indication, improve sales and earnings. 

Harlequin’s program in China was given a boost when it signed an 
agreement with a new partner who delivers country-wide distribution and 
a commitment to distributing new titles on a regular basis, the foundation 
of Harlequin’s success in retail markets worldwide. Relaunch of the 
operation in China occurred in January 2000. 

In Italy a comic version of Harlequin books, originally developed with 
a licensee in Japan, was launched in December 1999. There appears to 
be potential throughout Europe. Also, Harlequin’s Australian subsidiary is 
prepared to launch a product aimed at the teen market in January 2000. If 
successful this program can be rolled out into other countries. A number 
of other growth related prospects are also under consideration. 

The initiative in Russia has been on hold since the Russian economic 
collapse in August 1998. The company’s products are, however, still being 
marketed by a licensee in that country. 

The company has very successful direct marketing business in several 
countries, notably United Kingdom, Australia, Scandinavia and France. In 
keeping with developments in this area, subsequent to the Danish license 
reverting to Harlequin in January 1999, a direct marketing operation is 
ready for launch in that country in January 2000. 


orstar's Children's 
Supplementary 

Educational 
Publishing division, Brighter 
Vision, includes 4 operating 
companies and 2 start-up businesses 
which produce and distribute a wide 
assortment of supplementary education materials marketed to both 
teachers and parents. These include print products (Frank Schaffer 
Publications), hands-on products (Delta Education and Curiosity Kits), 
technology products (Tom Snyder Productions and iTeach.com) as well 
as an early childhood program which is delivered monthly to parents at 
home (Learning Adventures). 

Educators and parents are looking 
increasingly to supplementary products 
to help teach and re-inforce key concepts 
and skills. Investments and initiatives 
undertaken by Brighter Vision in 1999 
reflect the division's commitment to 
meeting the changing needs of this 
market-place. Revenues of $186 million 
for the division were up almost 14% 
over 1998 but investments in new 
products and new channels of distribution 
held earnings growth to 1% for the year. 
In addition, Brighter Vision made a series 
of Internet related investments in 
recognition of the growing importance of 
electronic media in the education process. 

Highlights for the year include a record setting year at Tom Snyder 
Productions, the introduction of a significantly expanded product 
line-up at Delta Education, the extension of our materials into the 
e-tail channel, the launching of an Internet company, and the 
acquisition of one of the leading publishers of craft and activity kits in 
the 4 to 14 year old market. 

The supplementary education materials industry will continue to 
provide attractive growth prospects as parents increasingly hold 
educators and the government responsible for the quality of the 
education process. Brighter Vision is well positioned to capitalize on 
this growth as it pursues its strategy of acquiring and developing 
strong brand franchises which are recognized by teachers, parents, and 
children as providers of quality educational materials available in 
multiple formats and distribution channels. 


CRED RENZStS! Pe BEM ENmAR Ty 
EDUCATIONAL PUBLISHING 


Brian E. Hickey, Chairman & Chief Executive Officer, left; Donna Hayes, President & Chief Operating Officer CSEP Division 


ADDITIONS IN 1999 
GER Sl iyeawisss 
In November 1999 Brighter Vision extended its presence in the 

consumer market with the acquisition of Curiosity Kits, a leading 
publisher and distributor of quality hands-on craft and activity kits for 
children aged 4 to 14. Founded in 1988, Curiosity Kits’ mission is to 
provide kids and their families with the materials, tools, and 
comprehensive information needed to discover new places, and 
imagine and create lasting treasures. Curiosity Kits’ products are 
recognized for their instructional and educational content. The 
company's core product line consists of 88 hands-on craft/activity 
kits which have won dozens of industry and consumer group awards. 
The company is also a highly sought after 
publishing partner and has worked with 
respected organizations such as National 
Geographic and Sylvan Learning to produce 
materials for the school market. Curiosity 
Kits sells its products primarily to parents 
through education oriented retailers 
including specialty toy stores, museums, 
bookstores, catalogs and on-line. In 
addition to the expansion of Curiosity Kit's 
core business, Brighter Vision believes 
that the company will play an important 
role in the continued development of 
direct-to-home offerings within its 
educational division as well as 
Harlequin's book publishing division. 


iTEACH.COM 

In the fall of 1999 Brighter Vision formed an 
Internet company with plans to launch a teacher focused website in the 
fall of 2000 called iTeach.com. iTeach was founded with the simple but 
compelling mandate to provide teachers with a suite of online tools to 
help simplify their lives in the hours spent away from the school in 
lesson preparation or classroom administration. While other 
companies are trying to establish a position in this Internet space, 
iTeach's close association with Tom Snyder Productions gives it an 
ability to leverage the company’s relationships with teachers and 
unique insight into their needs. 


THE BUSINESS IN 1999 
lwM-SNY BERsSPRODUGTIONS GSP) 

1999 was an outstanding year for TSP with the company posting 
record setting revenues and earnings. Profits more than doubled on the 
strength of a 50% plus revenue increase. TSP's software sales grew in 


excess of 25%. Television program revenue grew dramatically in 1999, 
almost doubling as the company aired a record 6 series/projects on 
major U.S. television networks. 

The software business saw revenue gains in all channels and TSP 
once again introduced a very strong line-up of new products with 
several titles such as Diorama Designer and Math Mysteries winning 
praise from educators and industry watchers. TSP also leveraged 
existing successful series with title extensions such as Science Court 
Explorations and Decisions On-line. With Decisions On-line TSP 
created an Internet version‘of the product specifically designed to 
incorporate functionality only made possible through web connectivity. 
ynse to the product has been very encouraging. 

ISP's television business experienced dramatic growth in 1999 as 
ompany's reputation for high quality, affordable, edgy animation 
1, TSP had a record 6 programs airing on major U.S. network or 
tations in 1999. While 1999 will mark the final year for the 
rd winning Dr.Katz: Professional Therapist, several new projects 
hown promising potential. Among these is the company’s first 
into the emerging market for Web-cast animation. TSP sold its 
Monie", specifically created for Internet broadcast 
1e recently launched Oxygen Network. 
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EDUCATION 

n accomplished several key objectives in 1999 that are 

} it for future growth. Delta posted strong 

almost 9% but investment in key areas held earnings 

s. Investments made in 1999 include a new 

ry de FOSS hands-on science program, sales 

es related to new rounds of state science adoptions, 

comp wes math offerings, and the introduction of a new 

sting the specialty education channel. 

reased sales of existing products, introduction of new 

ng products, and several strategic product partnerships Delta 
as the largest revenue contributor to Brighter Vision. The 

astructure investments made in 1999 will ensure that the company 
pared to earitaliés on anticipated growth fueled by these strong 

w product offerings. 


FRANK SGHAFFER PUBLICATIONS 
(FSP) 

1999 was a challenging year for FSP. Increased competition in 
the specialty education channel resulted in a revenue decline of 
approximately 7%. The combination of the revenue decline and 
increased marketing expenses resulted in a substantial drop in 1999 
earnings. 

While 1999 results were disappointing, the company has been 
focussed on three initiatives which will improve performance in 2000. 
They include the construction of a new warehouse facility which will 


reduce fulfilment costs, the development of a new line of products to 
respond to current trends in the marketplace and a re-organization of 
sales, marketing, and product development resources to focus on 
strengthening the FSP brands in the marketplace. 


BRIGHTER VISION 
LEARNING ADVENTURES 

Learning Adventures is an education based continuity program 
marketed directly to homes and targeted to parents with children between 
the ages of two and six. This business combines the marketing expertise 
of Harlequin with the editorial expertise of various Brighter Vision 
companies. 

Learning Adventures continued on an aggressive growth curve in 1999 
with revenues up 47% and a closing membership file 40% above 1998 
levels. Higher costs associated with these customers resulted in a modest 
earnings decline in 1999 but the closing membership will drive strong 
growth in 2000. 

Learning Adventures is an extremely attractive growth vehicle for 
Brighter Vision and is one example of synergy within the division as 
product originally developed for the schoo! market is re-purposed for 
parents and their children at home. Several initiatives including age 
extensions and new continuity concepts aimed at expanding the 
potential universe of customers are currently in development and are 
expected to fuel continued growth in 2000 and beyond. 


NEW BUSINES SestArkticues 
Brighter Vision Retail leverages the editorial content of various 
Brighter Vision companies with the sales management expertise 
of Harlequin to create and distribute quality children’s products to 
parents in retail locations. 1999 marked a significant step forward with 
over a million units shipped into the channel and strong sell-through. 
Brighter Vision Education U.K. leverages U.S. developed content for 
distribution to teachers and schools in the U.K. 1999 saw this strategy 


extended to include a test of the U.S. based Learning Adventures program. 


The test results were encouraging and further testing is now underway to 
determine the timing of a full program roll-out. 


FUTURE GROWTH PLANS 

Brighter Vision's growth strategy focuses on the acquisition and 
development of strong brands in the educational market and the 
leveraging of these brands into the home for children and parents. 
These brands will represent a mixture of traditional and electronic 
products as teachers and parents increasingly employ the Internet in 
the educational process. A combination of internally generated growth, 
acquisitions, minority investments and strategic partnerships will be 
employed to build a leading position in the industry and maximize the 
value of the underlying assets within the division. 
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TORSTAR INTERACTIVE MEDIA 


orstar’s Internet strategy has been developed which will 

B transform the company from an old-line media company 
A) to anew media company that utilizes its core competencies 
on the Internet. 

On the newspaper side, significant improvements to our sites are 
underway as we fold in Hamilton, Kitchener and Metroland’s 
community newspapers with the intent of having a strong regional 
portal focussing on news and information. We will also be launching 
e-commerce “verticals” in advertising categories where we have a 
competitive advantage; careers, auctions, new homes and other 
categories. 

In CSEP, a new site for teachers that 
focuses on lesson planning will be 
launched by mid-2000 and site 
improvements are underway in 
each of our companies. 

Harlequin completed a deal 
in 1999 with Women.com and 
in February 2000 launched 
eHarlequin.com which has 
exciting potential for 
e-commerce and 
advertising sales. 


Mant; 


eHarlegquin.com 

In 1999, Harlequin 
undertook the development of a 
major Internet presence in the form 
of eHarlequin.com. Planning and 
site construction composed the 
majority of the activity in 1999, with 
the site launching in February 2000. 

eHarlequin.com is positioned to 
become the definitive home on the Internet 
for the romance reader, and in particular, the 
Harlequin reader. The site is an environment where 
members can escape from the day-to-day pressures to lose themselves 
in entertaining content, interact with like-minded women and quickly 
purchase romance books with a sense of ease and comfort. 

Whether planning the ultimate date, matching celebrities by whom 
they've kissed, writing a romance novel or reading Original stories from 
bestselling authors, site visitors will find the ultimate in romance and 
escape when they explore eHarlequin.com. All site Offerings will be 
spread across three exciting channels — Your Romantic Life, Your 
Romantic Escapes and Your Romantic Books. 


Harlequin’s focus in 2000 will be building membership for the site. 
By building this membership, the company will learn more about our 
readers and their product preferences, which will enable Harlequin to 
serve the readers better in all distribution channels and create new 
revenue streams. 

This membership base will be built from a combination of 
Harlequin readers and Women.com members. Harlequin readers can be 
accessed through existing in-book and direct mail advertising — a total 
of 1.5 billion impressions. Harlequin’s strategic partnership with 
Women.com gives eHarlequin.com access to over 4 million monthly 

Women.com visitors. Besides offering numerous 
channels focused on an array of topics, the 
Women.com network offers some of the top 

magazines in North America, including 
Cosmopolitan, Good Housekeeping and 
Marie Claire. As well as maintaining its 
own unique presence within the network, 
eHarlequin.com will be part of the Sex 

& Romance channel of Women.com. 

Other efforts to drive traffic and 
membership for eHarlequin.com 
include affiliate sales programs, 

partnerships with other targeted 
sites and online advertising and 
promotion campaigns. In addition to 
the North American site launched in 
February, initial development has begun 
on expanding eHarlequin.com on a 
global level. It is expected that the 
specifics of the global strategy will be 
finalized by June 2000. 


thestar.com 
Conveying Canada’s largest 
newspaper online, thestar.com 
solidified ‘its position as a 
Canadian market leader in 1999. 
In the early days of 1999 
thestar.com included the sites 
of the members of Torstar Daily 
Newspaper Group 
(hamiltonspectator.com, 
therecord.com and 
cambridgereporter.com) on its home 
screen resulting in cooperative news 


| 
| 
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story links and increased page views. In December 1999 the website 
received approximately 14 million page views, an increase of 30% over 
1998. 

Advertising revenues generated through banners and sponsorships 
increased by 40% over 1998, and according to various advertising 
agencies, thestar.com is one of the top performing sites for delivering 
qualified users to advertisers in Canada. 

The addition of entertaining interactive features such as 
HockeyStocks and GolfStocks as well as essential news-breaking 
content throughout the day by Star reporters and editors create an 
attractive site for new and existing netizens. 


workopolis.com 

Formerly globecareers.com, the award-winning recruitment site is a 
partnership of Torstar (40%) and Globe Information Services, part of 
The Thomson Corporation. 

The creation of the new ‘co-opetition’ website has made it Canada’s 
largest online career site, which will include jobs from the Globe and 
Mail, The Torstar Daily Newspaper Group 
and Metroland. There are more 
than 170,000 resumes on the 
site, which averages more 
than 16 million page 
views per month on 
15,000 job postings. 

workopolis.com 
will be aggressively 
marketed and more 
than $7 million will 
be spent ona 
multi-media 
marketing and 
advertising 
campaign to reinforce 
its brand name and 
market position as 
Canada's biggest 


job site. GP og 2 


The addition of this 
partnership to the Interactive 
Media Division demonstrates the 
commitment Torstar has to 
making a success of its dot com 
and electronic brand extensions and 
illustrates another good example of healthy cooperation in an 
industry that exemplifies the power of business relationships. 


toronto.com 

toronto.com continues to be one of 
North America’s leading online city 
guides. It provides in-depth 
content and services for Toronto 
and surrounding area with 
searchable information on 
more than 200,000 shops 
and services, as well as hotels, 
restaurants, arts and 
entertainment, travel, community 
organizations, and sports. 

The addition of durhamregion.com 
in 1999, complements yorkregion.com 
and mississauga.com, making toronto.com 
a city guide leader in Southern Ontario. In December 1999, page 
views reached 6.5 million per month, representing 274,000 unique 
users, a 108% growth over the previous year. Increased marketing 
initiatives and targeted banner placement account for some of this 

success. In addition, the number of retail clients surpassed 
1,000 and advertising revenue increased by 136% and 

national revenue jumped by 400%. 

In 1999, toronto.com was a finalist in two 
categories for Editor & Publisher's Interactive 
Newspaper Awards: Best Community Publishing 

Effort and Best Directory Application. Launched 

September 1, 1997, toronto.com is a 

partnership of Torstar Corporation (45%), 

Bell ActiMedia (45%), and CitySearch Inc. 

(10%). 


auctions.com 

The partnership between Torstar (80%) and Classified 
Ventures Inc. (20%) will create Torstar’s national online 

auction service primarily servicing business-to-consumer 

transactions. The service, scheduled to launch in Q2 2000, plans to 

establish relationships with Canada’s leading retailers to provide 

inventory as well as online merchandising efforts from the 

Torstar Daily Newspaper Group and Metroland. 


According to Ernst & Young, 9% of Canadians shopped online in and profitable direct-response television channel, resulting in a 78% 
1999, spending an average of $770 each or roughly 5% to 6% of their —_increase in revenue over 1998. Torstar-owned and operated companies 


Jd; 


total retail dollars and they predict by 2003, Canadian online shoppers and advertisers alike have been able to take advantage of TSTV' ability 


will spend up to 25% of their retail dollars. to sell products, goods and services. This teleshopping channel now 
reaches over 1.4 million cabled households in the GTA on the Rogers, 

newinhomes.com Shaw and Aurora cable systems and future plans will see it reach 

In late 1999 Torstar signed a letter further throughout Southern Ontario. 1999 saw significant growth and 
of intent to form a partnership to expansion with more television production with the acquisition of the 
acquire a 50% share of a “z= fe Orad CyberSet™. With this virtual studio technology, Toronto Star 
homebuyers.com. The = WHORES Television is now able to build cost-effective programming for itself, 
cooperative website helps new = and its clients. For example, the launch of a new morning show: 
home and condo buyers find The Toronto Star Today which promotes and sells The Toronto Star 


and other programs. TSTV has developed an expertise in television 
production and is now developing programming for commercial 


price and gives them a 


360-degree home tour using syndication. 

bamboo.com virtual reality 

achnology. As part of the terms, Bs torontostartv.com 

newinhomes.com will be advertised With full-motion video capability, torontostartv.com was launched 


in November 1999 to support TSTV clients as well as Torstar’s various 
online initiatives. The website combines the power of online promotion 
with state-of-the-art technology including the ability to stream video at 
variable bandwidths, webcast live events over the Internet and host 
TELEVISION (TSTV) video-on-demand (VOD) enabling users to enjoy a rich technological 
In 1999, Toronto Star Television has proved to be a very effective experience. 


Robert Steacy, Vice President of Finance 


BUSINESS 
AS ar sts 
CORPORATION 
The principal activities of 
Torstar are the publishing of 
newspapers and romance fiction and 
the sale of children’s supplementary 
educational products. 


CONSOLIDATED 
SePERATING RESULTS 


As a result of an amendment to Canadian accounting standards, 
operating results have been restated to present goodwill amortization on 
a net-of-tax basis as a Separate line item. Consequently, operating profit 
is now presented before goodwill amortization. 

Earnings per share from continuing operations before amortization of 
goodwill rose 4% versus 1998. This increase was due mainly to the 
profit contribution from the four daily newspapers acquired in 1999. 
Higher investment spending on newsletters, Interactive Media and by 
IT Education offset the gain from the elimination of unusual losses 
sustained in 1998. 

During the fourth quarter of 1998 a decision was taken to sell Troll 
Communications. The sale was completed in the first quarter of 1999. 
Accordingly, Troll results are shown as a discontinued operation in both 
years. As at December 31, 1998, Troll was written down to estimated 
realizable value. Net proceeds fell short of this estimate requiring a 
further write-down in 1999. 

Income from continuing operations before the amortization of 
goodwill rose in 1999 to $107 million from $104 million in 1998. 

The amortization of goodwill, net of tax, rose from $11 million in 1998 
to $17 million in 1999 due mainly to the acquisition of four daily 
newspapers (see financial statements note 9). Losses from the 
discontinued operation were $5 million in 1999 versus $99 million in 
1998. This produced net income of $85 million in 1999 compared to a 
net loss in 1998 of $5 million. Consolidated results are summarized in 
the following table. 


PER SHARE AMOUNTS 


1999 1998 
Income from continuing operations 
before amortization of goodwill $1.44 $1.38 
Income from continuing operations $1.21 $1.23 
Net income (loss) $1.14 ($0.07) 


Revenues of $1.5 billion in 1999 were up 13% over the previous year. 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


NEWSPAPERS 

The Newspaper Division includes the operations of The Toronto Star, 
Metroland Printing, Publishing & Distributing, The Hamilton Spectator, 
the Kitchener-Waterloo Record, the Guelph Mercury, the Cambridge 
Reporter, Sing Tao dailies, Real Estate News and eye Weekly. 


SPERATINGZARESULTS 

Operating profit for the division increased from $85 million in 1998 to 
$108 million in 1999. 1999 results reflect only the 10 months during 
which the four papers (Hamilton, Kitchener-Waterloo, Guelph and 
Cambridge; collectively the Torstar Daily Newspaper Group (“TDNG”)) were 
owned. 

Details are set out in the table below. 


Business 
Toronto Star § TDNG Metroland Ventures Total 

(thousands of dollars) 
1999 
Operating revenue $401,950 $112,252 $229,480 $22,035 $765,717 
Operating profit 34,352 22,071 49,273 2,140 107,836 
Depreciation 32,272 3,602 4,045 1,135 41,054 
Segment cash flow $66,624 $25,673 $53,318 $3,275 $148,890 
Returnonrevenue: #§= = eee ena ee ee 
- operating profit 8.5% 19.7% 21.5% 9.7% 14.1% 
- segment cash flow 16.6% 22.9% 23.2% 14.9% 19.4% 
1998 
Operating revenue $411,808 — $210,486 $17,271 $639,565 
Operating profit 40 293 — 44083 752 85,128 
Depreciation 32,285 — 4040 1,034 37,359 
Segment cash flow — $72,578 — $48,123 $1,786 $122,487 
Return on revenue: 
- operating profit 9.8% = 20.9% 44% 13.3% 
- segment cash flow 17.6% — 22.9% 10.3% 19.2% 


TORONTO STAR 

Operating profit declined to $34 million from $40 million in 1998. 
Lower revenues ($10 million), offset in part by reduced operating costs 
($4 million), culminated in the profit decline. 

The revenue decline was attributable to both lower advertising 
($5 million) and circulation revenues ($6 million). Revenues from other 
sources increased by $1 million. 

In a very competitive marketplace, ROP advertising revenue was 
relatively stable in 1999. Declines in revenue were felt in the insert area 
($2 million) and in other advertising revenue ($2 million). 

Although ROP advertising revenues showed very little year-over-year 
change, there was considerable variance across specific categories. 
National and Help Wanted revenues were up $4 million and $1 million 
respectively. Retail advertising revenues were down $4 million due in 
large part to the financial difficulties experienced by Eaton's, Livent and 
Adventure Electronics. Careers and Properties were each down $2 million. 


In spite of an intensely competitive marketplace, Star circulation 
levels increased during 1999. Maintaining volumes, however, came at 
the cost of an 8% decline in circulation revenue. 

Although overall operating costs were lower in 1999, labour costs 
($4 million) and promotion expense ($1 million) were higher. Reduced 
newsprint costs ($9 million) more than offset these increases. 1999 
newsprint tonnage consumed was marginally higher than in 1998, 
however, the average price paid per tonne was almost 13% lower than 
that of the previous year. 


TORSTAR DAILY 
NEWSPAPER GROUP 


On March 1, 1999, Torstar acquired The Hamilton Spectator, the 
Kitchener-Waterloo Record, the Guelph Mercury and the Cambridge Reporter. 
The purchase price, including acquisition costs, was $345 million. 

Revenues for the 10 months of ownership in 1999 were $112 
million. Operating profits of $22 million met expectations. 

A number of joint TDNG — Toronto Star initiatives were undertaken 
in 1999. These included the centralization of advertising sales to 
national and multi-market accounts, the development of multi-market 
specialty newspaper sections, the creation of a joint information 
technology department and the development of group wide procurement 
practices. 


METROLAND 

Metroland recorded record profits in 1999. Earnings reached $49 
million, some $5 million or 11% higher than the $44 million reported 
in 1998. 

Revenues reached $229 million, up $19 million from the previous 
year. Of this increase, $13 million relates to ROP advertising and $4 
million to flyer distribution revenue. The balance came from 
miscellaneous sources. 

The advertising revenue increase was driven by a 9% increase in 
linage volume together with a 1% increase in the average line rate. 
Approximately three quarters of the linage volume increase was 
attributable to acquisitions and new publications. Absent 1999 
acquisitions and startups, the average line rate increased by 4% in 
1999. 

The flyer distribution business continued to grow. 1.55 billion pieces 
were distributed in 1999, up 9% over the 1.43 billion delivered in 1998. 

Metroland’s operating costs increased by $14 million in 1999 to 
$180 million. Most of the 8% increase in costs was related to 
acquisitions and higher volumes. 

Metroland made a number of acquisitions during 1999. The largest 
was the purchase of the Eedy group of 10 weekly papers in the 
Fergus-Listowel-Hanover area of southwestern Ontario. 


BUSINESS VENTURES 


The Business Ventures Group consists of the operations of the Sing 
Tao dailies, eye Weekly and Real Estate News. 


Sing Tao is a leading Chinese language publisher. In April of 1998 
The Star acquired approximately 50% of the Sing Tao Canadian Media 
Group. 

eye Weekly is a wholly owned alternative lifestyle tabloid 
published in the GTA. 

Real Estate News is a wholly owned niche publication specializing in 
real estate within the GTA and Kitchener-Waterloo areas. 

Revenue for the group reached $22 million in 1999, up $5 million 
from the previous year. Much of the increase relates to owning Sing Tao 
for 12 months in 1999 versus 9 months in 1998. 

Operating profit nearly tripled in 1999, reaching $2 million. 
Improved Sing Tao results, a full year's ownership of the Sing Tao 
dailies and good results from a re-launch of Real Estate News were the 
major contributors to this improvement. 


FUTURE PROSPECTS 

The prospects for the Newspaper Division depend on a number of 
factors, the most significant of which are the economic outlook for 
southern Ontario, newsprint prices, labour costs, circulation and 
readership trends and newspaper competition. Longer term the internet 
may have a potential impact on the outlook for the division. 

Linage trends in 1999 differed across the group. Star linage was 
weak for the first 9 months of the year but showed strong year-over-year 
growth during the important fourth quarter. Metroland linage growth 
was strong throughout 1999. 


Quarterly Yr/Yr % Toronto Star Metroland 

R.O.P. linage growth 1999 1998 1999 1998 
| (2.8) a5 7.620 1431 
II (5.3) au 6.8 148 
III (121) oe) 11.1 128 
IV 5.8 (9.2) 9.2 10.7 


There has historically been a high correlation between economic 
activity and media spending, including advertising linage. The 
Conference Board of Canada is predicting good economic growth in 
Canada for 2000, particularly so in Ontario. This is expected to translate 
into linage growth for all companies within the Newspaper Division. In 
addition to volume growth, a buoyant economy may allow for modest 
line rate increases. 

Improving economic growth around the world and its effect on 
newsprint consumption has tightened the market to the point where a 
moderate newsprint price increase is expected over the course of 2000. 
Based on current annual consumption of 160 thousand tonnes, a 
$10 per tonne change in the price of newsprint affects profits by 
$1.6 million. 

In terms of labour contracts, Star collective bargaining agreements 
expire at the end of 2001. TDNG has 5 agreements covering 
approximately 350 employees expiring during 2000. All other major 


contracts run into 2003. Metroland has a number of small labour 
contracts covering roughly 160 unionized workers expiring over the 
next two years. 

Carriers of The Star have always been considered by the company to 
be self-employed, independent contractors. This position is being 
challenged by The Star's largest union. The matter is before the Ontario 
Labour Relations Board. Although The Star expects to successfully 
defend its position, an adverse ruling would result in the negotiation of 
a first contract with this group and higher labour costs. 

1999 will be remembered in the industry as the year of the GTA 
circulation war. Sampling and price discounting were the main tactics 
used by the National Post as it attempted to build circulation and 
readership. Predictably the other Toronto broadsheet dailies, including 
The Star, followed suit. In the end, The Star successfully defended its 
circulation base, with circulation volumes up slightly at year end. 
Circulation levels within the TDNG group were stable. Metroland, with 
its community newspaper format, does not directly compete with the 
dailies. 

For 2000, circulation revenue is expected to grow at all companies. 
At TDNG, a combination of modest price increases and reduced 
discounting 1s expected to boost circulation revenue. The Star also 
expects modest growth in circulation revenue in 2000. 

The first phase of The Star's colour expansion project (announced in 
May, 1998) was completed during 1999. The project will be fully 
completed during the first quarter of 2000. Colour capacity provides 
The Star with a competitive advantage. Colour enhances the editorial 
appeal of the paper. Colour also adds to the effectiveness of ROP 
advertising. This increases the attractiveness of the paper as an 
advertising medium allowing for the charging of higher line rates for 
colour ads. In the fourth quarter of 1999 colour linage grew by 36%. 
This momentum is expected to carry forward into 2000. 

Competitive pressure in the GTA as a result of the launch of the 
National Post was not confined to circulation. Advertising price 
incentives were also evident. Fortunately The Star is unique among the 
GTA dailies in terms of its exclusive readership. For advertisers, these 
potential customers can only be reached through The Star. More than 
two thirds of Star readers are exclusive, more than all other Toronto 
dailies combined. This exclusive readership has allowed The Star to 
protect its core revenue base. 

Competition via the internet represents a potential long-term threat 
to the Newspaper Division. Classified advertising appears to be 
particularly susceptible to migration to the Web. The impact of the 
internet cannot be adequately gauged at this time. Torstar’s strategic 
response to the opportunities presented by the internet is discussed 
under the heading Interactive Media. 

The prospects for Metroland in 2000 are good. After the purchase of 
the Eedy group in June of 1999, Metroland has 59 publications 


producing 111 weekly editions. The implementation of production and 
distribution efficiencies across the Metroland group is a key goal for 
2000. 

In October of 1999 Torstar announced the purchase of the southern 
and central Ontario flyer distribution business of Transcontinental 
Group. This acquisition will add to flyer distribution volume in all of 
Torstar’s newspapers in 2000. 

TDNG is also expected to show profit improvement in 2000. Growth 
is expected to be generated from higher insert volumes and higher ROP 
linage. A portion of this growth will be generated by the joint national 
and multi-market Star-TDNG sales initiative. 2000 will also benefit from 
12 months of operations versus the 10 months reported in 1999. 
Partially offsetting the revenue growth will be higher newsprint and 
labour costs. 

In February of 2000, TDNG announced that the Kitchener-Waterloo 
Record will shift its printing activities in the late summer of 2000 to 
The Star's state-of-the-art printing facility in Vaughan. As part of this 
initiative, TDNG will invest $4 million in new inserting and distribution 
equipment to be installed at its Kitchener plant. This new arrangement 
will enhance the overall print quality of the Record, particularly with 
respect to colour reproduction. The result will be a more attractive and 
effective product for both readers and advertisers. This in turn is 
expected to generate higher advertising revenues and circulation. 


BOOK PUBLISHING 

The Book Publishing segment consists of the book publishing 
operations of Harlequin Enterprises Limited, the world’s largest 
publisher of series romance fiction. In 1999, Harlequin sold 
approximately 158 million books in 26 languages in 100 international 
markets. The business is comprised of three market segments: North 
America Direct Marketing, North America Retail Marketing and 
Overseas. 


OPERATING RESULTS 

Book Publishing operating profits were down slightly in 1999, the 
first decline since 1991. The profit decline was, in large part, due to the 
lower profits in Japan. 


1999 1998 
(thousands of dollars) 
Operating revenue $548,834 $525,192 
Operating profit 90,433 94 206 
Depreciation and amortization of intangibles 6,512 6,699 
Segment cash flow $96,945 $100,905 
Return on revenue: 
- operating profit 16.5% 17.9% 
- segment cash flow 17.7% 19.2% 
Units sold (thousands) 
- North America 77,300 76,500 
- Overseas 81,100 83,500 
158,400 160,000 


< 


Operating revenue increased by $24 million in 1999 to $549 million. 
North America represented $20 million of this increase, with 1999 rev- 
enues reaching $329 million. The North America increase came from 
Retail Marketing and Newsletters, with Direct Marketing revenues down 
by slightly under 1%. Overseas revenues increased by $4 million. 

In North America, unit sales were higher in 1999. All of the increase 
came from the Retail market as Direct Marketing unit sales were down 
by 2%. 

The 5% increase in North America Retail unit sales was mainly 
attributable to single title sales by best selling authors and an improved 
net sales rate for series romance. Six titles by Nora Roberts placed on 
the New York Times best seller list as did single titles by Debbie 
Macomber and Sandra Brown. 

in North America Direct Marketing, a lower number of reader service 
customers at the beginning of 1999 and lower response rates to sweep- 
stakes promotions produced lower unit sales for the year. Improved 
customer retention rates provided somewhat of an offset. 

'n Overseas markets, unit sales declined by 3% versus 1998, 
however product price increases and the effects of exchange rates 
overcame volume losses, producing an overall revenue increase. 
Harlequin’s German joint venture was particularly hard hit by falling unit 
Sales. 

Book publishing operating profits fell by 4% in 1999 to $90 million 
from $94 million in 1998. North America profits declined by $2 million 
to $54 million. Gains made at Retail Marketing were offset by lower 
profits in Direct Marketing and higher spending on Newsletters. 
Overseas profits fell from $38 million to $36 million due to poor 
earnings results in Japan. 

in North America Direct Marketing, the decline in operating profits 
was volume driven. Promotional spending for 1999 was only 
marginally higher than in 1998. New member intake in 1999 was close 
fo that of the previous year. 

in North America Retail, higher sales, particularly of higher margin 
single title books produced the profit improvement. 

During 1999 Harlequin invested $11 million in new ventures, $2 
million more than in 1998. $10 million of the spending was directed to 
newsletters. The balance was spent testing craft kit and pamper-yourself 
continuity programs. 

The decline in Overseas profits was due to the poor performance of 
the Japanese business. A combination of a poor economic climate and 
a backlist promotion which fell short of expectations resulted in a $7 
million decline in profits. This decline was partially offset by higher 
profits in the United Kingdom and Scandinavia. 

Over 95% of Harlequin’s business is conducted outside of Canada. 
Exchange rates are important in determining Harlequin profit. Several 
years ago the company made the decision to hedge its 1999 U.S. dollar 


operating profits. Had the company not chosen this action, profits 
earned outside Canada would have been $5 million higher. 


FUTURE PROSPECTS 

Harlequin dominates series romance fiction, publishing under the 
imprints of Harlequin, Silhouette and Mills & Boon. Harlequin entered 
into the mainstream single title romance fiction market in 1994 and 
continues to build the program under the MIRA imprint. 

Harlequin faces a number of challenges in 2000 and beyond, 
including geographical expansion, how best to capitalize on its existing 
competencies and brand name and the maintenance of unit sales in 
established markets. 

Harlequin continues to develop its interests and associations in 
China. After several years of testing, Harlequin formally launched its 
product in January of 2000 in association with Cloth Tiger, a major 
book publisher in Shenyang. In an industry as tightly regulated as 
publishing, this is a notable achievement. Harlequin China is not 
expected to be profitable in 2000. 

Geographic expansion also includes introducing successful local 
Harlequin products into other Harlequin markets. One such project 
involves promoting single title MIRA products in the U.K. and Japan. 

A comic format romance product originally developed in Japan is being 
researched for suitability in North America and major European 
markets. 

A major challenge for North America Direct Marketing in 2000 will 
be the development of new promotional material to replace sweepstake 
offerings. Last year witnessed both a consumer and legislative backlash 


against sweepstake promotions. Tests conducted to date on new formats 


have been encouraging. 

North America Direct Marketing will also be developing marketing 
programs for Inspirational Romance and Spanish language books in 
2000. Tests conducted over the past two years have demonstrated good 
potential for these offerings. 

As new customer recruitment is important, so too is customer 


retention. Testing conducted in 1999 indicated that inclusion of an issue 


from one of Harlequin’s non-fiction newsletters with customer book 
shipments significantly improved retention rates. These efforts will 
continue.in 2000. 

By the end of 2000 Harlequin will have invested approximately $25 
million in its newsletter business. The availability of free information 
over the internet is viewed as a threat to newsletters, however, the 
company continues to believe in the concept. In 2000 higher priced 
journal type quarterly newsletters will be tested including “Coronary 
Artery Disease” and “Breast Cancer Review.” Losses are expected to be 
reduced in 2000 with the newsletter business budgeted to break even in 
2001. 

A major 2000 initiative for Direct Marketing will be the continued 


testing of a craft kit continuity program. Other new Direct Marketing 
initiatives include Quiet Moments, a women’s pamper-yourself kit and 
Windowsill Gardener, a mail-order gardening line of products. These 
initiatives are attempts by Harlequin to leverage on core competencies, 
including the ability to sell continuity product via direct mail. 

North America Retail Marketing's goals for 2000 are to strengthen 
the core series romance business, improve MIRA single title sales and 
cultivate new business opportunities for future growth. 

To strengthen the core business, new products such as Regency 
Romances, Medical Romances and Paranormal Romances will be 
introduced to fill market gaps in the product offering. New 
contemporary covers will be designed for all series. In addition, the 
occasion of Silhouette’s 20th anniversary will be heavily promoted, 
raising consumer awareness of Harlequin/Silhouette product. 

To continue to develop better relationships with agents and authors, 
MIRA will undertake a number of initiatives in 2000 including the 
launch of a hardcover program, a prerequisite for attracting top authors. 
This initiative, plus a plan to publish 71 titles in 2000 versus 64 in 
1999, should help propel unit sales growth. 

New business opportunities to be pursued by North America Retail 
in 2000 include audio books, comic format romance and the testing of 
non-fiction product. 

After a difficult 1999, Overseas group results are expected to 
improve in 2000. Growth will come from a number of sources. Much of 
the turnaround is expected as a result of a rebound in the Japanese 
market. Direct marketing efforts will be stepped up in Australia, with 
testing and additional promotional spending slated for Germany, 
France, Scandinavia and the U.K.. A direct marketing program in 
Denmark was launched in January 2000. Retail marketing efforts will 
focus on the rollout of a worldwide “Lady in the Bath” promotion. This 
campaign, combined with upgraded book covers, is designed to 
promote brand awareness. Harlequin product will be re-launched in the 
Polish market with a view to a similar re-launch, if successful, in the 
Czech Republic in 2001. 

New Overseas product offerings include a Teen series set to debut in 
Australia in early 2000 and a horoscope product which is planned to be 
in various Overseas markets by the first quarter of 2001. Total 2000 new 
product development spending of $11 million is expected to be 
unchanged from 1999. 


SUPPLEMENTARY EDUCATION 

The CSEP Division (Children’s Supplementary Educational 
Publishing) consists of the operations of Frank Schaffer Publications, 
Delta Education, Tom Snyder Productions, Curiosity Kits and Learning 
Adventures. All are involved in the production and distribution of 
educational material for teachers, parents and children — material 
intended to supplement that provided by the school system. 


OPERATING RESULTS 

Revenue growth was strong in 1999, up 14% over the previous year. 
Operating profit growth, however, did not keep pace and earnings 
increased by less than 1%. 1999 was a building year for CSEP after the 
disruption of the business in 1998 (the sale of Troll Communications) 
and substantial investments were made across the group in product 
development and marketing. Results are summarized below. 


1999 1998 

(thousands of dollars) 

Operating revenue $185,615 $163,501 

Operating profit 18,042 17,906 

Depreciation 1,664 1,730 

Segment cash flow $19,706 $19,636 
Return on revenue: 

- Operating profit 9.7% 11.0% 

- segment cash flow 10.6% 12.0% 


Tom Snyder Productions had an outstanding year, with profits more 
than doubling. Demand for the company’s Teacher Tool and Interactive 
Group Software products was strong, resulting in software sales growth 
Of 26%. As well, Snyder experienced substantial growth in television 
activity as Several new series drove TV revenues up over 100%. 

At Delta Education, revenues were up 9%, and profits equaled 
1998's record year even though the company invested substantially in 
future growth. Delta invested heavily in product development and sales 
capabilities to lay the foundation for increased sales of higher margin, 
proprietary product. Significant time, expense and effort was spent on 
completion of a major revision to the company’s FOSS (Full Option 
Science System) program, to coincide with the new science adoption 
cycle in the United States. Those efforts were successful as FOSS was 
approved on a statewide basis in Texas, West Virginia and Oklahoma. 
Delta also invested in the launch of a new consumer brand, Loose in 
the Lab, designed to expand Delta's distribution reach. As well, 
resources were focused for much of the year on integrating Delta’s three 
locations into one built-to-suit facility, however some unplanned 
inefficiencies associated with the move negatively impacted 1999 
earnings. 

Learning Adventures (the internally developed direct-to-home 
business) experienced strong sales growth in 1999 as the business 
continued to expand mailings and increase its membership base, 
driving revenue up 47% over the prior year. Profits declined however 
due to additional marketing costs and increased returns relating to 1998 
sales. 

Facing increasing competition in its traditional markets in 1999, 
Frank Schaffer Publications had a difficult year. Despite initiatives 
undertaken to streamline operations, lower revenues resulted in a 
decrease in profits. 


FUTURE PROSPECTS 

The strategy of the CSEP Division has been to: 1) acquire a number 
of attractive and complementary businesses, 2) develop new businesses 
using the skills and products of acquired companies and 3) leverage 
existing businesses by capitalizing on product and distribution synergies. 

in 2000, CSEP expects to generate increases in revenues and 
profits, led by Delta Education. As Delta enters the next adoption cycle, 
strong growth is expected particularly in the FOSS product line, and the 
company expects to realize benefits from consolidating its distribution 
operations. 

Frank Schaffer will take action in 2000 to improve product 
development, expand into new distribution channels and control costs. 
Efficiencies are expected from relocating fulfillment operations to a new 
distribution warehouse. 

Further expansion of the selling and marketing infrastructure at Tom 
iyder Productions, and increased spending on development of new 

te ale ision concepts is expected to reduce the company’s profits in 2000 

from its all time high in 1999, but this should position the company for 
rowth in future years. 

The Learning Adventures business expects to continue to expand, as 
a combination of a larger opening membership file, higher mail 

volumes and better response rates to direct mail solicitations propels 
revenues and profits. 

Curiosity Kits is a new addition to the CSEP Division for 2000. An 
award winning creator of hands-on craft activity kits, the company 
anticipates higher revenues and profits from its traditional markets in 
2000. In addition, Curiosity Kits will play an important product 
development role in the CSEP direct-to-home and Harlequin direct 
marketing businesses. 


INTERACTIVE MEDIA 

In October of 1999 Torstar announced the formation of the Interactive 
Media segment. For financial reporting purposes Interactive Media 
brings together Torstar's nearly 20 websites, Toronto Star Television and 
Torstar’s portfolio of internet related investments. This reflects the 
increased importance of interactive media in Torstar’s future. 


OPERATING RESULTS 

Many of the activities grouped within this segment began in 1999. 
Most projects are in the heavy investment stage, making year-to-year 
comparisons difficult to interpret. 


1999 1998 
(thousands of dollars) 
Operating revenue $8,646 $5,501 
Operating losses (4,009) (1,581) 
Depreciation 1,365 1,264 
Segment cash flow ($2,644) 6317) 


While year-over-year revenues increased by 57%, many of the 
operations are in the startup phase. Current revenues are not indicative 
of longer term potential. Losses increased substantially versus 1998. 
This is consistent with businesses in the investment phase. 

Of the properties in this group, Toronto Star Television alone has 
advanced beyond the development stage. Celebrating its second 
anniversary in October of 1999, TSTV saw revenues almost double in 
1999. TSTV also turned profitable during the year. 

All other businesses within the Interactive Media Division generated 
operating losses in 1999. Aggregate losses were substantially higher 
than in 1998 due mainly to the $7 million in development costs 
incurred for Harlequin’s new e-commerce site. These costs were offset 
in part by the $4 million gain realized on disposal of certain internet 
related investments. 


OUTLOOK 

eHarlequin.com, launched in February of 2000, intends to become the 
predominant romance destination on the World Wide Web. Teaming with 
Women.com (a leading internet portal for women), eHarlequin.com expects 
to generate over a half million members by year end 2000. The operation 
also expects to produce revenues in excess of $8 million, only part of 
which will be in the form of Harlequin book sales. Electronic orders for 
books are expected to partly be generated through cannibalization of 
Harlequin’s existing Retail and Direct Marketing businesses. Advertising 
revenues are also expected to be generated through this distribution 
channel. 

Overall, 2000 will be another year of heavy investing in 
eHarlequin.com, with losses of approximately $20 million expected. 

Through a number of venues, the Newspaper Division is expanding its 
print franchise over the internet. 

Torstar Electronic Publishing (“TEP”) represents an internet based 
sampling of the daily papers within the Newspaper Division. The intent is 
to create a trusted information site for up-to-the-minute local and 
international events of interest to viewers within our geographic reach. TEP 
is intended to be an electronic version of the “news” component of a 
newspaper. Traffic drawn to this regional portal can then be sold to 
advertisers. 

TEP revenues for 2000 are expected to grow rapidly. TEP remains in 
the investment stage during 2000 and is not expected to be profitable. 
Emphasis for next year will be on expanding the concept to encompass the 
TDNG and Metroland geographic areas. 

A second reason for reading a newspaper is to seek information about 
local businesses. toronto.com is designed to attract web-based patrons 
looking for information concerning businesses operating in the GTA. A 


45% owned joint venture operation partnering with Bell ActiMedia and 
Ticketmaster-Online CitySearch, Inc., toronto.com is best described as an 
online information directory. Listing in the directory is free. The business 
of toronto.com is to design and sell individual websites to GTA businesses 
as a way of enhancing the basic listing information. 

toronto.com continues to be in the investment phase. Revenues are 
expected to grow sharply in 2000 however the business will continue to 
generate losses. 

A third attraction to a newspaper is classified advertising. The 
Newspaper Division is committed to creating an electronic version of 
major classified advertising categories. These are referred to as “verticals.” 
During 1999 Torstar announced three joint venture investments in internet 
verticals: 1) workopolis.com, a 40% owned joint venture with the Globe 
and Mail, represents an internet based version of the important careers and 
help wanted classified advertising market segments, 2) auctions.com, an 
80% owned joint venture with Classified Ventures Inc. of Chicago, allows 
retail advertisers to sell merchandise both by way of auction and fixed 
price over the internet and 3) homebuyers.com, a venture to be owned 
50% with New Home Buyers Network Inc., represents an online version of 
the real estate segment of classified advertising. 

All of the verticals noted above are in the development stage and are 
expected to operate at a loss in 2000. Further investments in new verticals 
are expected in 2000. Likely candidates are in the vacations, automotive 
and real estate sectors. 

The outlook for TSTV in 2000 is positive. The success of this channel 
allows for higher pricing to be charged in 2000. The amount of airtime 
sold is expected to be unchanged. This will improve both revenue and 
profits. 

Overall investment in Newspaper Division interactive ventures in 2000 
is expected to exceed $10 million. 

For 2000, the CSEP Division has set four goals for its internet 
activities: 1) strengthen relationships with existing customers, 2) extend 
brands through internet products, 3) identity strategic minority 
investments and 4) launch a new internet brand — iTeach. 

Frank Schaffer Publications will re-launch its website in 2000, 
strengthening its key business-to-business capabilities and enhancing its 
value to teachers. 

Brighter Vision Learning Adventures will use the power of the World 
Wide Web to help recruit new members to its continuity programs, as well 
as offering consumers the opportunity to buy the full range of Brighter 
Vision products on-line. 

Tom Snyder Productions will expand its offering of internet 
education products, and extend its television product to the Web in 2000. 
This will take the form of either a television show for internet broadcast or 
the establishment of a web TV channel. 

iTeach.com is a new business startup intended to launch in August of 
2000. The iTeach mission is to provide easy-to-use on-line tools that 


support the needs of K-12 teachers. Revenues will be generated from indi- 
vidual teacher and school site licenses. iTeach will be in the development 
stage in 2000. 

In August of 1999, CSEP announced that it had acquired an interest in 
smarterkids.com Inc., an on-line retailer of children’s educational books, 
software, toys and games. This investment will improve CSEP’s brand 
awareness and distribution capabilities in the consumer marketplace. 
Further strategic investments will be considered in 2000. 

In a number of instances Torstar has acquired equity positions in 
Startup internet companies as part of a transaction to secure the Canadian 
or southern Ontario product rights. In other instances the company has 
made investments to create strategic alliances. As at December 31, 1999, 
this portfolio had a book value of $43 million and an estimated market 
value of $83 million (note: some companies are not yet publicly traded). 
The company intends to liquidate a number of these holdings over the 
course of 2000 and use the proceeds to finance its 2000 internet 
investment activities. 


ASSOGIATED BUSINESS 

Over the course of 1998 and 1999 Torstar acquired approximately 41% 
of IT| Education Corporation. This company, listed on The Toronto Stock 
Exchange, is in the business of providing post graduate information 
technology related educational training. ITI currently has seven schools in 
Canada and one in the United States. Two additional schools are planned 
for the U.S. in 2000. ITI expansion led to significant operating losses in 
1999. Losses are expected to diminish in 2000. IT! Education is a stand 
alone, self financing operation. 


INGE REST exXxePENSE 

Interest expense increased by $15 million in 1999 to $32 million. 
Average debt levels were appreciably higher in 1999 due to the TDNG 
acquisition. 

Torstar’s effective borrowing rate for 1999 was 5.7%, down slightly 
from the 6.0% cost of funds for 1998. 


FOREIGN EXGHANGE 
With 47% of operating revenue and 49% of operating profits 

generated from non-Canadian sources, exchange rates are an important 
element of the profitability of the company. Although operating in many 
different currencies, the CAD/US exchange rate is the key relationship. The 
company has taken steps to establish the following exchange rates on the 
majority of its estimated U.S. cash flows for the corresponding years. 
These rates are favourable compared to the 1999 average exchange rate of 
1.41 CAD/US. 

Exchange Rate Range 


(minimum — maximum) 
2000 1.47 -1.51 
2001 1.50 — 1.61 


Further details are contained in note 11 of the financial statements. 


VeEARec OBS 
SYSTEMS COMPLIANGE 


The Year 2000 issue arises because many computerized systems use 
two digits rather than four to identify a year. Date-sensitive systems may 
recognize the year 2000 as 1900 or some other date, resulting in errors 
when information using year 2000 dates is processed. In addition, 
similar problems may arise in some systems which use certain dates in 
1999 to represent something other than a date. Although the change in 
date has occurred, it is not possible to conclude that all aspects of the Year 
2000 issue that may affect the company, including those related to 
customers, suppliers, or other third parties, have been fully resolved. 


ACCOUNTING CHANGES 

The company will adopt the CICA new accounting standard for 
employee future benefits effective January 1, 2000. The retroactive 
application of this new standard is expected to result in a negative after-tax 
adjustment to January 1, 2000 opening retained earnings of approximately 
$15 million. 

The company will also adopt the CICAs new accounting standard for 
income taxes effective January 1, 2000. The retroactive application of this 
new standard is expected to result in a positive adjustment to January 1, 
2000 opening retained earnings of approximately $7 million. 

Adoption of the two new standards is not expected to have a material 
effect on the earnings of the company in 2000. 


LIQUIDITY AND 
CAPITAL RESOURGES 

Cash and cash equivalents net of bank overdraft declined by $10 
million over the course of 1999 to $20 million. Cash was provided by 
operating activities (+ $99 million) and net financing activities (+ $267 
million) which included the issuance of $310 million of long-term debt 
and the return of $46 million to shareholders. Aggregate sources of 
cash were more than offset by investment activities (- $373 million) 
which included acquisitions spending of $421 million, capital 
expenditures of $59 million less proceeds from the sale of a 
discontinued operation (+ $104 million). The effects of exchange rates 
further reduced cash balances by $3 million. 

Capital expenditures will remain high in 2000 with $80 million 
expected to be spent versus $59 million in 1999. Major projects at The 
Star include the completion of the press colour expansion, workflow 
redesign and investment in an integrated software system for 
advertising, production and billing. TONG has committed to investing in 
new inserting and distribution equipment as part of a plan to shift the 
printing of the Kitchener-Waterloo Record to The Star's printing plant in 
Vaughan. Harlequin will invest to upgrade its warehouse facility in 
Buffalo N.Y. The CSEP Division is building a new warehouse in 


Tennessee for Frank Schaffer and is expanding the Delta Education 
facility. Capital expenditures are expected to revert to a more normalized 
$35-40 million per annum in 2001. 

Roughly 40% of Torstar debt is denominated in U.S. dollars. This is 
consistent with the company’s policy of matching the denomination of 
debt, wherever possible, to the currency of operating assets. This 
matching provides a hedge against foreign exchange movements. 

Virtually all of Torstar’s debt is at variable interest rates. The 
December 31, 1999 effective interest rate on all borrowings was 5.8%, 
up slightly from the 5.6% for 1998. For 2000, Torstar has capped the 
cost of $200 million of its Canadian dollar denominated debt at a rate 
not to exceed an estimated 5.8%. 

Prior to closing the TDNG purchase in early 1999 Torstar 
repurchased $4 million of its Class B shares by way of a normal course 
issuer bid. $94 million of shares were repurchased in 1998. 

At December 31, 1999 the company had cash and cash equivalents 
of $33 million and unused credit facilities of $40 million. Cash 
balances, operating cash flow, existing credit facilities and the borrow- 
ing capacity of the company are considered to be adequate to cover 
forecasted financing requirements. 


MANAGEMENT’S REPORT ON 
RESPONSIBILTY FOR FINANCIAL REPORTING 


Management is responsible for preparation of the consolidated financial statements, notes hereto, and other financial 
information contained in this annual report. The financial statements have been prepared in conformity with Canadian 
generally accepted accounting principles using the best estimates and judgments of management, where appropriate. 
Information presented elsewhere in this annual report is consistent with that in the financial statements. 

Management is also responsible for maintaining a system of internal control designed to provide reasonable 
assurance that assets are safeguarded and that accounting systems provide timely, accurate and reliable information. 

The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial reporting 
and internal control. The Board is assisted in exercising its responsibilities by the Audit Committee of the Board. The 
Committee meets quarterly with management and the internal and external auditors to satisfy itself that management's 
responsibilities are properly discharged, and to discuss accounting and auditing matters. The Committee reviews the 
consolidated financial statements and recommends approval of the consolidated financial statements to the Board. 

The internal and external auditors have full and unrestricted access to the Audit Committee to discuss their audits 
and their related findings as to the integrity of the financial reporting process. 


it Ptellamg 04 at Rinag 


David A. Galloway, Robert J. Steacy 
President and Chief Executive Officer Vice-President, Finance 
February 23, 2000 


XU) es) Fe ae ae ig) el 
SHARE AOeDeRs OR TO RetARS ee RP eR Agen 


We have audited the consolidated balance sheets of Torstar Corporation as at December 31, 1999 and 1998 and the 
consolidated statements of income, retained earnings and cash flow for the years then ended. These financial statements 
are the responsibility of the company’s management. Our responsibility is to express an opinion on these financial 
Statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in Canada. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures 
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position 
of the company as at December 31, 1999 and 1998 and the results of its operations and its cash flow for the years then 
ended in accordance with accounting principles generally accepted in Canada. 


Toronto, Ontario Ernst & Young LLP 
February 23, 2000 Chartered Accountants 


era ee ee a et 


Assets 1999 1998 
(thousands of dollars) 
Current: 
Cash and cash equivalents $32,567 $37,892 
Receivables (note 2) 247,286 196,648 
Inventories 74,757 73,822 
Prepaid expenses 87,792 84,253 
Prepaid and recoverable income taxes 22,727 33,628 
Discontinued operations (note 12) 51,628 
Total current assets 465,129 477,871 
Property, plant and equipment (net)(note 3) 448,993 394,324 
Investment in associated business (note 4) 35,293 40,212 
Goodwill and other assets (note 5) 713,409 365,228 
Discontinued operations (note 12) 103,272 
Total assets $1,662,824 $1,380,907 


Liabilities and Shareholders’ Equity 


Current: 
Bank overdraft $12,135 $7,919 
Accounts payable and accrued liabilities 233,422 221,307 
Income taxes payable 36,393 39,997 
Discontinued operations (note 12) 76,580 
Total current liabilities 281,950 345,803 
Long-term debt (note 6) 649,712 Gou,029 
Deferred income taxes 33,870 24,681 
Other liabilities 13,104 
Shareholders’ equity: 
Share capital (note 7) 281,664 277,939 
Retained earnings 398,986 360,231 
Foreign currency translation adjustment 3,538 8,885 
684,188 647,055 
Total liabilities and shareholders’ equity $1,662,824 $1,380,907 


(See accompanying notes) 


7,039 


On behalf of the Board 


Vie 


John R. Evans Edward L. Donegan 
Director Director 


Operating revenue 


Operating profit 
Newspapers 
Book publishing 
Supplementary education 
Interactive media 
Corporate 


Interest (note 6(f)) 
Foreign exchange 
Unusual items (note 13) 
Income before taxes 
Income and other taxes (note 8) 
Income before (loss) earnings of associated business 
(Loss) earnings of associated business 
Income from continuing operations 

before amortization of goodwill 
Amortization of goodwill (net of tax) (note 8) 
Income from continuing operations 
Discontinued operations (note 12) 
Net income (loss) 


Average number of shares outstanding (thousands) 
Earnings per Class A and Class B share (note 7(f)) 
Income from continuing operations before 
amortization of goodwill 
Income from continuing operations 
Net income (loss) 


(thousands of dollars) 


$1,333,759 


$1,508,812 


$107,836 $85,128 
90,433 94,206 
18,042 17,906 
(4,009) (1,581) 
(6,708) (5,962) 
205,594 ~ 189,697 
(32,170) (17,051) 
55 324 
ce 5) (11,500) 
173,479 161,470 
(60,700) (57,200) 
112,779 104,270 
(5,516) 145 


107,263 104,415 
(16,996) (10,678) 
90,267 > BSveie 
(5,300) (98,835) 

~ $84,967 ($5,098) 


74,667 


75,926 


$1.44 $1.38 
$1.21 $1.23 
$1.14 ($0.07) 


(See accompanying notes) 


Retained earnings, beginning of year 
Net income (loss) 


Deduct: 
Dividends 
Premium on the purchase of shares 


for cancellation (note 7(d)) 


Retained earnings, end of year 


(thousands of dollars) 

$360,231 $485,609 
84,967 (5,098) 
445,198 480,511 


43,293 42,730 
2,919 77,990 


$398,986 $360,231 


(See accompanying notes) 


Cash was provided by (used in) 
Operating activities 
Investing activities 
Financing activities 
Decrease in cash 
Effect of exchange rate changes 
Cash, beginning of year 
Cash, end of year 


Operating activities: 

Income from continuing operations 
Depreciation 

Amortization 

Deferred income taxes 

Loss (earnings) of associated business 
Other 

Operating cash flow 


(Increase) decrease in non-cash working capital 


Discontinued operations (note 12) 
Cash provided by operating activities 


investing activities: 

Acquisitions (note 9) 

Additions to property, plant and equipment 
Other 

Discontinued operations (note 12) 

Cash used in investing activities 


Financing activities: 

Issuance of long-term debt 

Dividends 

Purchase of shares for cancellation (note 7(d)) 
Exercise of stock options (note 7(c)) 

Other 

Cash provided by financing activites 


Cash represented by: 
Cash and cash equivalents 
Bank overdraft 


Operating cash flow per share (note 7(g)) 


1999 


$99,417 
(372,728) 
266,916 


(6,395) 


(3,146) 
29,973 


$20,432 


$90,267 
49,712 
21,522 
4,242 
5,516 
424 
171,683 
(41,151) 
(31,115) 


$99,417 


($421,253) 

(59,073) 
3,463 
104,135 


($372,728) 


$310,051 
(42,438) 
(3,949) 
718 
2,534 


$266,916 


$32,567 


(12,135) 


$20,432 


$2.30 


1998 


(thousands of dollars) 


$97,174 
(115,313) 
11,019 
(7,120) 
4,043 
33,050 
$29,973 


$93,737 
45,879 
14,604 
6,719 
(145) 
214 
161,008 
10,645 
(74,479) 
$97,174 


($71,661) 
(41,130) 
3,547 


(6,069) 
($115,313) 


$140,354 
(42,194) 
(94,463) 
4,040 
3,282 


$11,019 


$37,892 
(7,919) 
$29 973 
$2.12 


(See accompanying notes) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1999 and 1998 (Tabular amounts in thousands of dollars) 


_ 1. Accounting policies 


The consolidated financial statements are prepared in accordance 
with accounting principles generally accepted in Canada. The fol- 
lowing is a summary of significant accounting policies. 

(a) Principles of consolidation 

The consolidated financial statements include the accounts of the 
company and all its subsidiaries. The major subsidiaries are: 
Toronto Star Newspapers Limited; Harlequin Enterprises Limited 
(“Harlequin”); Metroland Printing, Publishing & Distributing Ltd. 
(“Metroland”); Torstar Daily Newspaper Group (TDNG Inc.), and a 
number of subsidiaries in the United States related to the 
Children’s Supplementary Educational Publishing Division. 

In 1998, Troll Communications LLC (“Troll”), a subsidiary in the 
Children’s Supplementary Educational Publishing Division, was 
accounted for as a discontinued operation. Troll was subsequently 
sold in 1999 (note 12). 


(b) Foreign currency translation 


Assets and liabilities denominated in foreign currencies have been 


translated to Canadian dollars primarily at exchange rates prevail- 


ing at the year end. Revenues and expenses are translated at aver- 


age rates for the year. Translation exchange adjustments relating to 
_ Self-sustaining foreign operations are included in shareholders’ 


equity as foreign currency translation adjustments. These adjust- 
ments will be recognized in income in proportion to any reduction 
in the company’s net investment in the foreign operation. 

Long-term U.S. dollar denominated debt and foreign exchange 
contracts and options to sell U.S. dollars have been designated as 
hedges against U.S. dollar assets and future U.S. dollar cash flows. 


(c) Derivative financial instruments 

The company manages interest rate and foreign exchange risks 
through the use of derivative financial instruments. Payments and 
receipts under interest rate derivatives are recognized as adjust- 
ments to interest expense on an accrual basis. Any resulting car- 
rying amounts are included in receivables in the case of favourable 
contracts and accounts payable in the case of unfavourable con- 
tracts. Gains and losses on foreign exchange derivatives which 
relate to continuing operations are unrecognized until realized. 
The company is exposed to credit related losses in the event of 
non-performance by counterparties to these instruments, but it 


_ does not expect any counterparties to fail to meet their obligations 


given their high credit ratings. The company has a policy of only 
accepting high quality financial institutions as counterparties. The 
credit exposure and the difference between fair values and carry- 
ing values of derivative financial instruments as at December 31, 
1999 and 1998 are not material to these financial statements. 


(d) Cash and cash equivalents 

Cash and cash equivalents consists of cash in bank and short-term 
investments with original maturities on acquisition of 90 days or 
less. 


(e) Receivables 

Receivables are reduced by provisions for anticipated book returns 
which are determined by reference to past experience and expec- 
tations. 


(f) Inventories 
Inventories are valued at the lower of cost and net realizable value. 


(g) Property, plant and equipment 

These assets are recorded at cost and depreciated over their esti- 
mated useful lives. The rates and methods used for the major 
depreciable assets are: 

Buildings: 

- Straight-line over 25 years or 5% diminishing balance 

Leasehold Improvements: 

- Straight-line over the life of the lease 

Machinery and Equipment: 

- Straight-line over 10 to 20 years or 20% diminishing balance 


(h) Investment in associated business 
The company’s interest in ITl Education Corporation (“ITI”) is 
accounted for using the equity method. 


(i) Goodwill and other assets 

Goodwill is amortized on a straight-line basis primarily over a peri- 
od of 40 years from the date of acquisition of operations. The com- 
pany assesses whether there has been a permanent impairment in 
the carrying value of goodwill by determining whether the unamor- 
tized goodwill balance can be recovered based on the undiscount- 
ed future cash flows of the operation. The cost of a distribution ser- 
vices agreement is amortized on a straight-line basis over the 10 
year-term of the agreement. Interactive media investments includ- 
ed in goodwill and other assets are accounted for by the cost 
method. Gains or losses on the disposal of these investments are 
included in Interactive media operating profit. 


(j) Pension costs and other employee future benefits 

Pension obligations are valued using the projected benefit actuari- 
al method and include best estimate assumptions of future invest- 
ment returns, interest rates, salary changes, withdrawals and mor- 
tality rates. Past service costs, experience gains and losses and 
plan amendments are amortized on a straight-line basis over the 
expected average remaining service lives of pension plan mem- 
bers. Current service costs are expensed in the period. Company 


pension contributions in excess of the amounts in the income 
statements are recorded as deferred charges in the balance sheets. 
Other employee future benefits are accounted for on a pay as you 
go basis. 


(k) Employee share purchase plans 

Amounts paid by employees to purchase shares under an execu- 
tive share option plan ((note 7(a) (iv)) and an employee share pur- 
chase plan (note 7(b)) are credited to share capital. No compensa- 
tion expense is recognized for these plans when stock or stock 
options are issued to employees. 


(1) Income taxes 
The company follows the deferral method of income tax allocation. 


2. Receivables 

The provisions for anticipated book returns deducted from receiv- 
ables at December 31, 1999 amounted to $120 million (December 
31, 1998 - $114 million). 


3. Property, plant and equipment 


Accumulated 


Cost Depreciation Net 
1999 
Land $16,374 $16,374 
Buildings and leasehold 
improvements 218,700 $70,365 148,335 
Machinery and equipment 573,613 289,329 284,284 
Total $808,687 $359,694 $448,993 
1998 
Land $11,808 $11,808 
Buildings and leasehold 
improvements 192,693 $61,319 131,374 
Machinery and equipment 501,535 200,393 201,142 
Total $706,036 $311,712 $394,324 


4. investment in associated business 

The company’s investment in associated business is a 41% inter- 
est in ITl Education Corporation. During 1998, $40.1 million was 
invested. A further $0.6 million was invested in 1999. At December 
31, 1999, the investment includes $29.7 million of unamortized 
goodwill (December 31, 1998 - $30.2 million). 


8. Goodwill and other assets 


1999 1998 

Goodwill at amortized cost $615,821 $303,900 
Interactive media investments 44,556 10,887 
Deferred pension charges 36,106 29,390 
Distribution Services Agreement 14,882 17,008 
Other 2,044 4,043 
$713,409 $365,228 


6. Long term debt 


1999 1998 
Bank debt: 
U.S. dollar denominated $124,547 
Cdn. dollar denominated 13,877 
138,424 
Commercial paper: 
U.S. dollar denominated $131,571 84,511 
Cdn. dollar denominated 212,819 
344,390 84,511 
Medium Term Notes 
U.S. dollar denominated 125,322 132,894 
Cdn. dollar denominated 180,000 
305,322 132,894 
$649,712 $355,829 


(a) Bank debt 
(i) The company has a $200 million long-term credit facility 
($200 million — 1998) which may be drawn in Canadian or U.S. 
dollars. All amounts drawn are to be repaid in full on January 
3, 2003) 
(ii) The company has an additional $160 million credit facility 
which was negotiated in 1999. Loans drawn against this facili- 
ty may be made in either Canadian or U.S. dollars. All amounts 
drawn are to be repaid in full by January 12, 2001. 
(iii) The company also has an unused credit facility of Canadian 
$40 million ($40 million — 1998), which matures on August 31, 
2000. 
(iv) Amounts borrowed under all three bank credit facilities are 
primarily in the form of bankers’ acceptances which are at 
varying interest rates normally below prime (if in Canadian dol- 
lars) or below LIBOR (if in U.S. dollars) and normally mature 
over periods of 30 to 90 days. 
(v) The average rate on U.S. dollar bank debt outstanding at 
December 31, 1998 was 5.7%. 
(vi) The average rate on Canadian dollar bank debt outstanding 
at December 31, 1998 was 5.6%. 


(b) Commercial paper 

(i) A facility exists for the company to issue short-term notes in 
the form of commercial paper. These notes may be issued in 
Canadian or U.S. dollars to an authorized aggregate principal 
amount of Canadian $550 million outstanding at any one time. 
While the terms of the individual notes are less than one year, 
they have been classified as long-term as it is intended that the 
commercial paper program will be an ongoing source of financ- 
ing and the outstanding notes could be replaced at any time by 
bank debt under the terms of the long-term credit facilities dis- 
Cussed in (a) above. These unused facilities are designated as 
standby lines in support of the commercial paper program. 

(ii) Commercial paper outstanding at December 31, 1999 


included U.S. dollar borrowings of $91 million (December 31, 
1998 - U.S. $55 million). The average rate on U.S. dollar com- 
mercial paper outstanding at December 31, 1999 was 6.3% 
(December 31, 1998 - 5.5%). 

(ili) The average rate on Canadian dollar commercial paper 
outstanding at December 31, 1999 was 5.2%. 


(c) Medium Term Notes 
(i) On May 27, 1997, the company issued Canadian $50 million 
6.2% notes maturing May 27, 2002. The company has entered 
into swap agreements, effectively converting this debt into a 
floating rate $35.1 million U.S. dollar obligation based on 90 
day LIBOR pricing less 0.06%. 
(ii) On May 22, 1998, the company issued Canadian $75 mil- 
lion 5.7% notes maturing December 1, 2003. The company 
has entered into a swap agreement, effectively converting this 
debt into a floating rate $51.7 million U.S. dollar obligation 
based on 90 day LIBOR pricing plus 0.15%. 
(iii) On February 9, 1999, the company issued Canadian $75 
million 5.6% notes maturing February 9, 2004. The company 
has entered into a swap agreement, effectively converting this 
obligation into a floating debt based on 90 day bankers’ accep- 
tance rates plus 0.32%. 
(iv) On May 25, 1999, the company issued Canadian $15 mil- 
lion of floating rate notes maturing May 25, 2001. Interest on 
this debt is based on 90 day bankers’ acceptance rates plus 
0.15%. 
(v) On July 27, 1999, the company issued Canadian $75 mil- 
lion 5.95% notes maturing July 27, 2004. The company has 
entered into a swap agreement, effectively converting this debt 
into a floating rate debt based on 90 day bankers’ acceptance 
rates plus 0.27%. 
(vi) On December 10, 1999, the company issued Canadian $15 
million 6.25% notes maturing June 1, 2001. On January 10, 
2000, a further Canadian $50 million of notes was issued on 
the same terms and conditions. 
(vii) In each case, interest on the medium term notes is paid 
semi-annually and where swap agreements have been entered 
into, payments are due quarterly. 
(viii) The swap agreements above mature on the due dates of 
the respective notes. 
(ix) The effective interest rate on the U.S. dollar denominated 
obligations at December 31, 1999 was 6.4% (December 31, 
1998 - 5.5%). The effective interest rate on the Canadian dol- 
lar denominated obligations at December 31, 1999 was 5.5%. 


(d) The interest rates on the company’s floating rate Canadian dol- 
lar debt are linked to bankers acceptance rates. Through the pur- 
chase of options, the company has insured that on $200 million of 
this debt, bankers’ acceptance rates will not exceed 5.5% in 2000. 


(e) Estimated principal repayments as of December 31, 1999 for 
the next five years are: 


2000 = 

2001 $174,390 
2002 50,643 
2003 274,679 
2004 150,000 


(f) Interest expense includes interest on long-term debt of $35,715 
(1998- $18,356). 


(g) Interest of $33,237 was paid during the year (1998 - $17,742). 


(h) The differences between the fair values and carrying values of 
the various long-term debt instruments and related derivatives are 
not material at December 31, 1999 and 1998. 


7. Share capital 

(a) Rights attaching to the company’s share capital: 
(i) $0.25 Cumulative Convertible, Redeemable First Preference 
Shares 
In 1998, the remaining First Preference Shares were converted 
into 94,216 Class B shares. 
(ii) Class A (voting) and Class B (non-voting) Shares 
Class A and Class B shareholders may elect to receive divi- 
dends in cash or stock dividends in the form of Class B shares. 
Class A shares are convertible at any time at the option of the 
holder into Class B shares. 
(ili) Voting provisions 
Class B shares are non-voting unless eight consecutive quar- 
terly dividends have not been paid. 
(iv) Share option plan 
Eligible senior executives and non-executive directors may be 
granted options to purchase Class B shares at an option price 
which shall not be less than the closing market price of the 
shares on the last trading day before the grant. The maximum 
number of shares that may be issued under the Plan is 
7,000,000 shares. The term of the options shall not exceed ten 
years from the date the option is granted. Up to 25% of an 
option grant may be exercised twelve months after the date 
granted, and a further 25% after each subsequent anniversary. 
(v) Restrictions on transfer 
Registration of the transfer of any of the company’s shares 
may be refused if such transfer could jeopardize either the abil- 
ity of the company to engage in broadcasting or its status as a 
Canadian newspaper publisher. 


(b) Under the company’s employees’ share purchase plan, employ- 
ees may subscribe for Class B shares to be paid for through pay- 
roll deductions over two-year periods at a purchase price which is 


the lower of the market price on the entry date or the market price 
at the end of the payment period. The value of the shares that an 
employee may subscribe for is restricted to a maximum of 20% of 
salary at the beginning of the two year period. As at December 31, 
outstanding employee subscriptions were as follows: 


1999 1998 
Maturing 2000 2001 + 1999 2000 
Subscription price $24.14 $16.60 $20.42 $24.14 
Number of shares 153,498 240,754 145,432 189,328 


(c) A summary of changes in the share option plan is as follows: 
Weighted average 


Shares exercise price 
January 1, 1998 1,591,050 $13.71 
Granted 930,664 25.09 
Exercised (315,700) (12.80) 
Cancelled (64,200) (17.30) 
December 31, 1998 2,141,814 18.68 
Granted 1,476,800 18.00 
Exercised (62,300) (11.54) 
Cancelled (190,850) (20.00) 
December 31, 1999 3,365,464 18.44 


As at December 31, 1999, outstanding options were as follows: 


(e) Summary of changes in the company’s share capital: 
(i) First preference shares - 


Shares Amount_ 
January 1, 1998 44,452 $1,111 
Converted to Class B shares (44,452) (1,111) 


December 31, 1998 and 1999 —_ — 


The company has authorized 15 million preference shares. ( 

these shares, 185,000 have been issued or set aside for issue. 
(ii) Class A (voting) and Class B (non-voting) shares 

Class A shares 

The only changes in the Class A shares were the conversion 

Class B shares of 2,200 shares (with a stated value of $1,000) 

1999 and 2,560 shares (with a stated value of $1,000) in 199: 

Total Class A shares outstanding at December 31 were: 


Options Outstanding 
Weighted average 

Range of Number outstanding Remaining 

Exercise Price December 31,1999 Contractual Life Exercise price 
$10.19-11.50 523,550 5.7 years $11.08 
$15.85-18.05 1,997,250 8.4 years $17.55 
$25.00-26.75 844,664 8.0 years $25.10 
$10.19-26.75 3,365,464 7.9 years $18.44 


Options Exercisable 


Range of Number exercisable Weighted average 
Exercise Price December 31, 1999 Exercise price 
$10.19-11.50 395,250 $10.95 
$15.85-18.05 286,750 $16.59 
$25.00-26.75 226,664 $25.15 
$10.19-26.75 908,664 $16.27 


(d) Under normal course issuer bids, the company has repurchased 
during 1999 240,000 Class B shares (1998 — 4,000,000) for cancella- 
tion at an average price of $16.46 per share (1998 - $23.62) for a total 
consideration of $3,949,000 (1998 - $94,463,000). Retained earnings 
were reduced by $2,919,000 (1998 - $77,550,000) for the cost of the 
shares in excess of their stated value. The most recent issuer bid will 
terminate upon the company purchasing an additional 1.76 million 
shares or April 20, 2000 whichever is earlier. 


Shares Amoun 

1998 9,997,172 $2,71€ 

1999 9,994,972 $2,715 
Class B Shares Shares Amount 
January 1, 1998 68,009,604 $283,952 
Converted from Class A 2,560 1 
Issued under Employees’ 
Share Purchase Plan 178,640 2,225 
Converted from First 
Preference shares 94,216 ila 
Share options exercised 315,700 4,04( 
Purchased for cancellation (4,000,000) (16,9123 
Stock dividends issued 28,868 jot 
Issued as consideration for 
acquisition (note 9) 8,716 21¢ 
Other 2,200 AE 
December 31, 1998 64,640,504 215,200 
Converted from Class A 2,200 1 
Issued under Employees’ 
Share Purchase Plan 123,238 2,15€ 
Share options exercised 62,300 71S 
Purchased for cancellation (240,000) (1,030 
Stock dividends issued 53,661 854 
Issued as consideration 
for acquisition (note 9) 62,500 1,006 
Other 1,575 2€ 
December 31, 1998 64,705,978 $278,94° 
Totals 
The total Class A and Class B shares outstanding at December < 
were: 

Shares Amour 

1998 74,637,676 $277,93 
1999 74,700,950 $281,66 


An unlimited number of Class B shares is authorized. While the nun 
ber of authorized Class A shares is unlimited, the issuance of furthe 
Class A shares may under certain circumstances require unanimot 
board approval. 


(f) Fully diluted earnings per share 

Fully diluted earnings per share and operating cash flow per share are 
calculated using the weighted average number of shares that would 
have been outstanding assuming the exercise of options under the 
share option plan. Details of fully diluted per share amounts are as fol- 
lows: 


8. Income and other taxes 
The financial statement tax rate differs from the Canadian statutory 
rate. A reconciliation of the difference is as follows: 

1999 1998 
Income before taxes $173,479 $161,470 


Provision for income taxes based 


on Canadian statutory rate of 44.6% ($77,400) ($72,000) 


1999 1998 (Increase) decrease in taxes resulting from: 
Income from continuing operations Foreign income taxed at lower rates 12,600 11,700 
before amortization of goodwill $1.40 $1.35 Manufacturing and processing profits allowance 6,800 5,200 
Income from continuing operations $1.18 $1.22 Large Corporations tax and other taxes (2,700) (1,600) 
Net income $1.11 ($0.07) Other (500) 
Operating cash flow per share $2.24 $2.09 ($60,700) ($57,200) 
Effective income tax rate 39.0% 35.4% 


(g) Operating cash flow per share is based on cash provided by oper- 


ating activities before changes in non-cash working capital. A tax recovery of $2.4 million has been recognized with respect to the 


amortization of goodwill (1998 - $1.8 million). Income taxes of $41 
million were paid during the year (1998 - $109 million). 


9. Acquisitions 

The company completed a number of acquisitions during 1999 and 1998. The consideration for each acquisition was cash except for 
community newspaper acquisitions in 1999 and 1998 which included 62,500, ($1.0 million) and 8,716, ($0.2 million) Class B shares, 
respectively, as part of the consideration. Each acquisition was accounted for under the purchase method. 


Company/Business Date Purchase Price Goodwill 
1999 
Newspapers Four Regional Dailies March 1, 1999 $345,480 $304,966 
Community Newspapers and 
Distribution assets Various 22,332 21,664 
367,812 326,630 
Supplementary education Tom Snyder earnout January 20, 1999 9,182 9,182 
Curiosity Kits November 30, 1999 7,907 5,080 
17,089 14,262 
Interactive media Various Various 36,755 
Other investments IT| Education Corp. April 27, 1999 597 
$422,253 $340,892 
1998 
Newspapers Sing Tao April 3, 1998 $20,452 $10,989 
Community Newspapers Various 2,170 2,051 
22,622 
Interactive media Various Various 9,191 
Other investments IT| Education Corp. (note 4) Various 40,067 
$71,880 $13,040 


On March 1, 1999, the company purchased four regional dailies: The Hamilton Spectator, The Kitchener-Waterloo Record, The Guelph 
Mercury and the Cambridge Reporter. The acquisition included net fixed assets of $44.6 million, net working capital of $4.1 million and 


long-term liabilities of $8.2 million. 


The purchase of Tom Snyder Productions Inc. in 1996 also included a potential earnout payment which is based on future growth expec- 
tations, due during the five years after the acquisition. A U.S. $6.0 million payment was made on January 20, 1999 which represents 


approximately half of the estimated total earnout payment. 
The acquisition of Curiosity Kits includes a potential earnout payment to a maximum of U.S. $6.0 million based on future growth expec- 
tations up to and including 2004. 


10. Pension plans 

The estimated present value of accrued pension benefits at December 
31, 1999 is $384 million and the market value of net assets available 
to provide for these benefits is $435 million (1998 - $349 million and 
$365 million, respectively). The company has an obligation to ensure 
there are sufficient funds available over the life of its pension plans to 
meet pension obligations. 


11. Forward foreign exchange contracts and options 
The company has made arrangements through forward foreign 
f exchange contracts and various option contracts to allow it to convert 
into Canadian dollars a portion of its expected future U.S. dollar cash 
flows. Details of these exchange and option contracts are listed 
below. The aggregate of the forward foreign exchange contracts and 
options establishes a rate of exchange of Canadian dollar per U.S. dol- 
lar of $1.47 for U.S. $80 million in 2000, and a minimum rate of $1.50 
for U.S. $43 million in 2001. In 1999, the average exchange rate 
applicable to U.S. dollar cash flows of the company was $1.41. 


— 


a) Forward foreign exchange contracts 

The company has entered into forward foreign exchange contracts to 
sell U.S. dollars which will fix the exchange rate for operations as fol- 
lows: 


1999 1998 
US$ Rate USS Rate 
1999 $60,000 $1.41 
2000 $54,000 $1.46 $20,000 $1.42 


(b) Foreign exchange options 

| The company has entered into various option contracts, which net of 
| costs, will ensure a rate of exchange in the range or minimum rate as 
follows: 


1999 1998 
U.S.$ Rate U.S. Rate 
2000 $26,000 $1.50-$1.62 $26,000 $1.50 - $1.62 
1 2000 $14,000 Min. $1.35 
2001 $43,000 $1.50-$1.61 $43,000 $1.50 - $1.61 


12. Discontinued operations 

in December 1998, the company announced its intention to sell Troll 
and, accordingly, the business was accounted for as a discontinued 
operation. The 1998 statement of income included provisions for 
/ future estimated operating losses and a write-down to estimated net 
realizable value. On March 31, 1999, Troll was sold for U.S. $69 mil- 
lion. An additional after tax loss of $5.3 million was recorded in 1999 
relating to the sale. 


Additional information related to the discontinued Operation is as 
follows: 


1999 1998 
STATEMENTS OF INCOME 
Operating revenue $41,304 $145,404 
Operating loss before taxes ($8,500) ($38,858) 
Income taxes 3,200 13,410 
(5,300) (25,448) 
Estimated 1999 operating loss (10,104) 
Write-down to net realizable value (85,466) 
(95,570) 
Income taxes 22,183 
(73,387) 
Loss from discontinued operations ($5,300) ($98,835) 
BALANCE SHEET 
Current assets $51,628 
Property, plant and equipment 9,006 
Goodwill and other assets 94,266 
$154,900 
Current liabilities $76,580 
13. Unusual Items 
Unusual items in 1998 are as follows: 
Costs associated with Sun Media takeover bid ($11,582) 
Year 2000 compliance costs (9,881) 
Gain on sale of excess land 9,963 
($11,500) 


14. Uncertainty due to the Year 2000 Issue 

The Year 2000 Issue arises because many computerized systems use 
two digits rather than four to identify a year. Date-sensitive systems 
may recognize the year 2000 as 1900 or some other date, resulting in 
errors when information using year 2000 dates is processed. In addi- 
tion, similar problems may arise in some systems which use certain 
dates in 1999 to represent something other than a date. Although the 
change in date has occurred, it is not possible to conclude that all 
aspects of the Year 2000 Issue that may affect the entity, including 
those related to customers, suppliers, or other third parties, have 
been fully resolved. 


15. Comparative financial information 

As a result of an amendment to Canadian accounting standards, the 
Consolidated Statements of Income have been restated to present 
goodwill amortization on a net-of-tax basis as a separate line item. 
Consequently, operating profit as disclosed in the Consolidated 
Statements of Income is now presented before goodwill amortization. 
As a result of this change, 1998 operating profit has increased from 
$177,219 to $189,697. 


16. Segmented information 

Management has determined that the company operates four busi- 
ness segments: 

Newspapers - Publishing of daily newspapers including The Toronto 
Star, The Hamilton Spectator and The Kitchener-Waterloo Record, the 
operations of Metroland (community newspapers), and related ven- 
tures; 

Book Publishing - Publishing of romance fiction (distributed through 
retail outlets and by direct mail); 

Supplementary education - Publishing and distribution of children’s 
supplementary educational products; and, 


Interactive media — Interactive media businesses of the Newspapers, 
Book Publishing and Supplementary Education operations, Toronto 
Star Television and investments in interactive media companies. 
Segment profit or loss has been defined as operating profit which 
corresponds to operating profit as presented in the Consolidated 
Statements of Income. No interest, foreign exchange, goodwill amor- 
tization or income taxes are allocated to business or geographic seg- 
ments. 


Summary of Business and Geographic Segments of the company: 


Depreciation 
Business Segments Operating Revenue and Amortization Operating Profit 
1999 1998 1999 1998 1999 1998 

Newspapers $765,717 $639,565 $48,991 $38,609 $107,836 $85,128 
Book publishing 548 834 525,192 13,092 13,284 90,433 94,206 
Supplementary education 185,615 163,501 6,183 6,013 18,042 17,906 
Interactive media _ 8,646 — 5,901 iy) 1,624 (4,009) (1,581) 
Segment Totals 1,508,812 paoo, 709 69,991 59,530 212,302 195,659 
Corporate 1,243 953 (6,708) (5,962) 
Consolidated $1,508,812 RE) $71,234 $60,483 $205,594 $189,697 


Identifiable Assets 


Additions to Capital 
Assets and Goodwill 


99) 1998 1999 1998 
Newspapers $935,304 $534,457 $417,733 $44,687 
Book publishing 316,161 332,254 3,704 4,915 
Supplementary education 275,693 245,722 20,490 2,000 
Interactive media 52,363 | 15,352 2,400 565 
Segment Totals 1,579,521 1,127,785 444,327 52,440, 
Corporate 48,010 58,010 1,584 — 1,453 
$445,911 $54,170 
Investment in associated business 35,293 40,212 
Discontinued operations ss = 154,900 
Consolidated $1,662,824 $1,380,907 
Geographic Segments Capital Assets 
Operating Revenue and Goodwill 
1999 1998 1999 = 1998 
Canada $795,916 $666,379 $779,516 $410,584 
United States 491,946 449,478 268,687 27,210 
Other (a) 220,950 217,902 __ 32,797 35,428 
$1,508,812 $1,333,759 $1,081,000 = $717,230 — 


Segment Totals 


(a) Principally - United Kingdom, Japan, Germany, Australia, Italy and France. 


‘ ANNUAL OPERATING HIGHLIGHTS CONTINUING OPERATIONS 


1999 1998 
' Operating revenue 
(thousands of dollars) 

Newspapers | $765,717 $639,565 
Book publishing 948,834 525,192 
Supplementary education 185,615 163,501 
Interactive media 8,646 50) 
Total $1,508,812 $1,333,759 


| Operating Profit (loss) '& Income (loss) from continuing operations 


(thousands of dollars) 


Newspapers $107,836 $85,128 
Book publishing 90,433 94 206 
Supplementary education 18,042 17,906 
interactive media (4,009) (1,581) | 
orporate (6,708) (5,962) 
Operating profit = 205,594 189,697 | 
interest expense (net) , (32,170) (17,051) | 
Foreign exchange 55 324 | 
Unusual items ee . (11,500) | 
income (loss) before taxes 173,479 161,470 | 
income and other taxes (60,700) (57,200) 
income (loss) before earnings (losses) of associated businesses 112,779 104,270 
Losses) earnings of associated businesses (5,516) 145 | 
ome (loss) from continuing operations before amortization of goodwill 107,263 104,415 
Amortization of goodwill (net of tax) : (16,996) (10,678) 


eS {rom contioung operations ae 
ing cash flow $171,683 $161,008 


rage number of shares outstanding (thousands) 74,667 75,926 | 
snare Data 
ie (JOSS) from continuing operations before amortization of goodwill $1.44 $1.38 
come (loss) from continuing operations $1.21 $1.23 
rating cash flow per share $2.30 $2.12 
ds — Class A and Class B shares _ $0.58 $0.565 
4 Rate e of Aeiumn on Revenue 
a Operating profit 13.6% 14.2% 
- __ Income (loss) before earnings (losses) of associated businesses 7.5% 7.8% 
Return on Equity 
_ __ Operating cash flow as a percentage of average shareholders’ equity 25.8% 22.59% 
Financial Position (1) 
Total assets $1,662,824 $1,380,907 
Long-term debt 649,712 355,829 
Shareholders’ equity 684,188 647,055 
_ Property, plant and equipment (net) 448,993 394,324 


(1) For financial position figures, Hebdo Mag which was s sold i in 1997, i is 5 proportionately consolidated for 1994 — 1996, and equity accounted prior to 1994 


1997 1996 1995 1994 1993 
$597,254 $512,437 $479,069 $444 028 $418,855 
489,674 509,262 484,825 473,501 443,825 
136,622 56,736 36,155 18,064 

904 te man ee a =) 

$1,224 454 $1,078,543 $1,000,049 $935,593 $862,680 
$90,796 $44,791 $15,854 $91,978 ($27,851) 

88,578 88,185 84,297 77,988 69,829 
10,865 7,551 6,261 4,069 

(9,663) (8,137) (4,743) (2,437) 

(6,696) (7,767) (7,711) (6,678) (5,965) 
173,880 124,623 93,888 94,920 36,013 
(19,733) (16,650) (16,547) (15,051) (10,489) 

1,379 826 275 (869) (2,025) 

mes ae 7 he —? (31,070) 
155,526 108,799 77,616 79,000 (7,571) 
_ (52,700) _ (36,400) | __ (26,800) __ (29,600) 2,800 _ 
102,826 72,399 50,816 49,400 (4,771) 

358 (3,171) (5,700) 
103,184 69,228 45,116 49400 (4,771) 

ee 0;213) (9,695) (9,009) (8,489) ae) 
$92 971 $59,533 $36,107 $40,911 ($12,545) 
$169,299 $125,546 $92,459 $88,851 $10,938 

78,088 79,464 80,678 80,494 Wire 

$1.32 $0.87 $0.56 $0.61 ($0.06) 

$1.19 $0.75 $0.45 $0.51 ($0.16) 
$2.17 $1.58 $1.15 $1.10 $0.14 
$0.52 $0.45 $0.42 $040 $0.42 

14.2% 11.6% 9.4% 10.1% 4.2% 

8.4% —_—«6.7% oo =e SE 9.38% (0.6%) 

94.9% 21.9% 16.1% 15.8% 1.9% 

$1,370,490 $1,322,763 $1,149,839 $1,079,963 $1,032,395 
197,322 321,813 333,050 286,191 190,460 
785,461 573,853 572,707 574,438 552,856 
393,853 412,027 436,342 454,308 475,621 


The comparative financial information has not been restated prior to 1994, as the information is not readily available. 
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The Kitchener-Waterloo 


Record 


The Guelph Mercury 
The Cambridge Reporter 


toronto.com 
auctions.com 
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METROLAND PRINTING PUBLISHING & DISTRIBUTING 
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Metroland is Ontario's 
leading publisher of 
community newspapers. 


Ajax News Advertiser 
Alliston Herald 
Aurora Era-Banner 
Bancroft This Weekend 
Barrie Advance 
Barry's Bay This Week 
Beach Mirror 

Bloor West Guardian 
Bolton Enterprise 
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Brian E. Hickey, Chairman 
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frankschaffer.com 
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